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This listing does not affect the legal status of any 
document published in this issue. 


Enforcement 
LR-6797 SEC v. Avis, Inc., et al. 

Order issued under which Avis 
has agreed to certain under- 
takings regarding material non- 
public information. 

US v. C. L. Netelkos, et al. 

125 count indictment returned 
charging defendants with con- 
spiracy to violate and violations 
of securities laws in connection 
with the business and opera- 
tion of Christian-Paine & Co., 
Inc. 

SEC v. Howard Hughes, et al. 
Violations of anti-fraud, anti- 
manipulation and proxy pro- 
visions charged in complaint 
respecting 1968 and 1970 
Air West transactions. 


LR-6802 


Proposal to Modify !nitial Fees 
and to Set Annual Assessments 
for Nonmember (SECO) Broker- 
Dealers for Fiscal Year 1975 
(File No. S7-588) 
Comment period expires 
4/16/75. 











SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 30/March 21, 1975 


See Securities Exchange Release 11310/March 21, 1975. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11308/March 21, 1975 


PROPOSAL TO MODIFY INITIAL FEES AND TO SET 
ANNUAL ASSESSMENTS FOR NONMEMBER (SECO) 
BROKER-DEALERS FOR FISCAL YEAR 1975 
(S7-558) 


The Securities and Exchange Commission has announced 
a proposal to modify the fees and assessments payable 
to the Commission by registered broker-dealers who are 
not members of the National Association of Securities 
Dealers, Inc. (“*nonmember” or “SECO” broker-dealers). 


Sections 15(b)(8) and 15(b)(9) of the Securities Exchange 
Act of 1934 (the “Act’’) authorize the Commission to 
collect such reasonable fees and charges as may be neces- 
sary to defray the costs of additional regulatory duties 
required to be performed with respect to nonmember 
broker-dealers. Pursuant to these sections of the Act 
the Commission has adopted Rule 15b9-1 to establish 
initial entry fees for firms and Rule 15b9-2 to provide 
for annual assessments. This proposal deals with the 
amendment of Form SECO-2 under Rule 15b9-1, which 
sets initial fees paid by SECO broker-dealers on behalf 
of new associated persons, and the adoption of Form 
SECO-4-75 under Rule 15b9-2, which would establish 
the levels for annua/ nonmember firm assessments for 


‘ the current fiscal year. The form (Form SECO-5) setting 


initial fees for SECO broker-dealers would not be 
changed. 1/ 


In general, Form SECO-2 now provides for an initial fee 
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payable by SECO broker-dealers for new associated per- 
sons of $35. Form SECO-4-74, covering fiscal 1974, pro- 
vided for an annual assessment payable by SECO broker- 
dealers comprised of: (1) a base fee of $250 applicable 
to all such brokers or dealers; and (2) a fee of $12 for 
each associated person engaged directly or indirectly in 
securities activities during the year on behalf of the 
broker-dealer. 


Proposed Initial Fees for Nonmember Broker-Dealers 


Rule 15b9-1 provides that every nonmember broker or 
dealer registered with the Commission file with the 
Commission a Form SECO-2 on behalf of each asso- 
ciated person and pay to the Commission the fee 
prescribed by the Form. This fee, to be set forth on 
the proposed revised Form SECO-2, would be $50. 


Proposed Annual Assessments for Fiscal Year 1975 


Each fiscal year the annual assessment is set forth on 

a Form SECO-4 for that particular year. This year’s 
assessment, to be set forth on proposed Form SECO-4- 
75, would include a base charge of $250 and an 
assessment of $15 for each associated person. 


The increases in the associated person assessment and 
SECO-2 charge have been necessitated by the increased 
costs to the Commission in administering the SECO 
program. 


Effective Date 


The Commission proposes that the foregoing amend- 
ments will become effective June 1, 1975. All inter- 
ested persons may submit written comments with 
respect to the proposed amendments on or before 

April 16, 1975 to the Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, D.C. 
20549 and should refer to File No. S7-558. These com- 
ments will be available for public inspection. Copies of 
the proposed revised Form SECO-2 and new Form SECO- 
4-75 have been filed with the Office of the Federal Re- 
gister, and additional copies are available on request 
from the Commission at the above address. 


By the Commission. 


"George A. Fitzsimmons 
Secretary 


1/ The initial fee required to be paid by SECO broker- 
dealers is $500. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11309/March 21, 1975 


Admin. Proc. File No. 3-4511 
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In the Matter of 


LAWRENCE G. VICTORS 
Wasilla, Alaska 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


These are broker-dealer proceedings under the Securities 
Exchange Act with respect to Lawrence G. Victors, who 
was president of a registered broker-dealer. Solely for 
the purpose of these and any other proceedings under 
Settions 15(b) and 15A of the Exchange Act, and with- 
out admitting or denying the allegations in the order for 
proceedings, respondent consents to findings of viola- 
tions as alleged in that order and to entry of an order 
barring him from association with any broker, dealer, in- 
vestment adviser or investment company. 


On the basis of the order for proceedings and respondent's 
consent, it is found that: 1/ 


1. During the period from about May 1 to October 1, 
1971, respondent willfully violated Sections 5(a) and 
5(c) of the Securities Act in that he offered, sold, and 
delivered after sale securities of Techni-Culture, Inc. 
(“TC”) and Techni-Culture of Arizona, Inc. (“TCA”) 
when no registration statements under that Act had been 
filed or were in effect as to such securities. 


2. During the same period, respondent willfully violated 
Section 17(a) of the Securities Act and Section 10(b) of 
the Exchange Act and Rule 10b-5 thereunder, in that, in 
the offer and sale of TC and TCA securities, he made 
material misstatements concerning the issuers’ unsuccess- 
ful business operations, their assets and financial condi- 
tion, a proposed new offering of limited partnerships by 
TCA, and the current market price of TC stock. 


3. During the same period, respondent willfully aided 
and abetted violations of Section 17(a) of the Exchange 
Act and Rule 17a-3 thereunder in that false entries were 
made in a broker-dealer’s books and records with respect 
to transactions in TC stock. 


In view of the foregoing, it is in the public interest to 
impose the sanction to which respondent has consented. 


Accordingly, 1T iS ORDERED that Lawrence G. Victors 
be, and he hereby is, barred from being associated with 
any broker, dealer, investment adviser or investment 
company. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other 
respondent named in these proceedings. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11310/March 21, 1975 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 30/March 21, 1975 


Admin. Proc. File No. 3-4491 
In the Matter of 


FIRST GUARANTY CORPORATION 
7035 Wayzata Boulevard 
Minneapolis, Minnesota 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


In this broker-dealer proceeding under the Securities 

| Exchange and Securities Investor Protection Acts, First 
| Guaranty Corporation has made an offer of settlement 
which the Commission has determined to accept. Sole- 
ly for the purpose of this and any other proceeding 
under specified provisions of the Exchange, Investment 
Advisers, Investment Company and Securities Investor 
Protection Acts, respondent consents to certain find- 
ings and to imposition of a specified sanction. 





On the basis of the order for proceedings and the offer 
of settlement, it is found that respondent owned more 
than 10% of the common stock of Barrett and Com- 

‘ pany, Inc., a registered broker-dealer for which a trustee 
was appointed under the Securities Investor Protection 
Act. 1/ 


It is also found to be in the public interest to impose 
the sanction to which respondent has consented. 


Accordingly, IT 1S ORDERED that First Guaranty 
Corporation be, and it hereby is, barred from associa- 
tion with any broker or dealer provided, however, that 
after two years from the date hereof it may apply to 
the Commission for permission to become so associated 
upon demonstrating to the Commission its ability to 
assume the responsibilities and obligations attendant to 
the particular association desired. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding upon any other 
respondent named in this proceeding. 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 11311/March 21, 1975 





Admin. Proc. File No. 3-3394 





In the Matter of 


MICHAEL TERRENCE PERKINS 
317 South 10th Street 
Philadelphia, Pennsylvania 


ORDER DISCONTINUING PROCEEDINGS 


The order instituting these proceedings under the Securities 
Exchange Act alleged that Michael Terrence Perkins, exe- 
cutive vice-president and a director of M.B.A. Securities 
Corporation, formerly a registered broker-dealer, willfully 
violated antifraud provisions of Section 17(a) of the Se- 
curities Act and Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder and willfully aided and abetted 
willful violations by M.B.A. Securities of the net capital 
and bookkeeping provisions of Sections 15(c)(3) and 
17(a) of the Exchange Act and Rules 15c3-1, 17a-3, 
17a-4 and 17a-5 thereunder. 1/ Stating that it has been 
unable to serve Perkins, the Commission’s Division of En- 
forcement moves to discontinue these proceedings as to 
him. The proceedings have been settled as to all other 
respondents. 


Accordingly, IT IS ORDERED that these proceedings be, 
and they hereby are, discontinued as to Michael Terrence 
Perkins; and it is further 


ORDERED that this discontinuance be without prejesicie 
to the institution of other proceedings against Michael 
Terrence Perkins founded on the allegations in the order 
for proceedings. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The firm’s broker-dealer registration was revoked on 
April 12, 1972, pursuant to its consent. Securities Ex- 
change Act Release No. 9565. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11312/March 24, 1975 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8725/March 24, 1975 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 447/March 24, 1975 


Admin. Proc. File No. 3-4610 


In the Matter of 


FINANCIAL PROGRAMS, INC. 
900 Grant Street 
Denver, Colorado 
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JOHN R. HURLEY 
3 Baylor Drive 
Ventura, California 


JAMES R. FRANKENTHALER 
12 Lindsay Drive 
Morganville, New Jersey 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


Financial Programs, Inc. (“Programs”), a mutual fund 
manager registered with this Commission as both broker- 
dealer and investment adviser, was and is investment ad- 
viser to and principal underwriter for four mutual! funds. 
1/ John R. Hurley and James R. Frankenthaler were 
formerly employed by Programs as portfolio managers. 
To determine whether certain allegations about Programs, 
Hurley and Frankenthaler are true and the remedial ac- 
tion, if any, that ought to be taken, these proceedings 
were instituted 2/ under the Securities Exchange, In- 
vestment Company, and Investment Advisers Acts. 3/ 
Solely for the purpose of disposing of this matter and 
without admitting or denying the allegations in the 

order for proceedings, Programs, Hurley, and Franken- 
thaler have made offers of settlement. The Commission’s 
staff recommends that those offers be accepted. And the 
Commission has decided to do so. 4/ 


The prospectuses of Programs’s funds represented that 
they were professionally managed by competent persons. 
Actually, Programs permitted inexperienced and incom- 
petent persons to make significant investment decisions 
for the funds. Hurley, Frankenthaler, and other persons 
committed over $21 million of the funds’ assets to over- 
the-counter securities that were speculative, unseasoned 
and in limited supply. They did that on the basis of re- 
commendations made to them by a single salesman. Their 
reliance on him was excessive. Neither Programs, nor Hur- 
ley, nor Frankenthaler made any adequate independent 
study of the companies in question. 5/ 


The issues were thinly traded. And Progrsms, Hurley, 
and Frankenthaler caused the funds to buy them re- 
peatedly and heavily. As previously noted, the supply 
of these securities available for trading in the public 
market was quite limited. In some cases, the funds even- 
tually acquired much of that limited supply. 6/ 


Because of those substantial purchases, the prices of the 
securities rose. The funds’ prospectuses, proxy-soliciting 
materials, and periodic reports reflected these price rises 
and the resulting increases in the net asset values of the 
funds’ own shares. And they did so without disclosing 
that the ascending market prices had been caused and 
were being maintained by the funds’ own purchases or 
mentioning the funds’ inability to dispose of their hold- 
ings at the prices that their own buying had created. 7/ 


The prospectuses said that the funds invested in “securi- 
ties bélieved to be readily marketable.” The aforemen- 
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tioned securities could not reasonably have been considered 
“readily marketable.” 8/ The prospectuses also stated: 
“We do not purchase securities if the purchase would cause 
us, at the time, to have more than 5% of the value of our 
total assets invested in the securities of any one company 
or to own more than 10% of the voting securities of any 
one company (except obligations issued by the United 
States Government).” In practice, these limitations were 
sometimes disregarded. 9/ 


The literature that Programs caused the funds to dissemin- 
ate about themselves did not disclose that the funds had 
incurred and were incurring unreasonably high transaction 
costs in the purchase of the securities recommended by 
the salesman. These securities could have been and should 
have been purchased from the dealers who made markets 
in them. But this was not done. Instead they were acquir- 
ed through the brokerage firm with which the recommend- 
ing salesman was associated. Not being a market maker it- 
self, that firm had to buy the securities from the market 
makers with whom the funds could have dealt directly. 
And since the salesman’s firm charged commissions, the 
funds and their shareholders were saddled by excessive 
transaction costs. 10/ 


Moreover, Programs caused the funds to keep excessive 
cash balances on deposit with a certain bank. 11/ That 
bank considered those balances when it lent money to 
persons affiliated with Programs. Finally, for more than 
two years Programs failed to make an adequate inquiry 
into the transactions chronicled herein. 12/ And having 
made no adequate inquiry, it, of course, failed to take 
appropriate action to recover for the funds the losses that 
they had sustained by reason of the events just narrated. 


It follows from the foregoing that Programs willfully vio- 
lated and willfully aided and abetted willful violations by 
others of the antifraud provisions of the Securities, Se- 
curities Exchange, Investment Company, and Investment 
Advisers Acts. 13/ 


Programs failed to supervise its subordinate employees 
reasonably with a view to the prevention of the foregoing 
violations. This breached the duty to supervise imposed 
by Section 15(b)(5)(E) of the Exchange Act. 14/ 


IV. 


The funds’ prospectuses said that their shares were avail- 
able to the public through Programs at net asset value 
plus a disclosed sales charge. Actually, however, buyers 
paid more than that. They were made to do so because 
the “‘net asset value” that they were charged was inflated 
by appraising the funds’ positions in the salesman-recom- 
mended issues solely by reference to market quotations 
that had been boosted to and were being maintained at 
unreasonably high levels by the funds’ own massive pur- 
chases. Hence those quotations were unrealistic guides 
to fair value. 15/ 


It follows that Programs willfully violated and willfully 
aided and abetted violations by others of Section 22(d) 
of the Investment Company Act. That section provides 



































in pertinent part: 


“No registered investment company shall sell any redeem- 
able security issued by it to any person except ... at a cur- 
rent public offering price disclosed in the prospectus, and 
... NO principal underwriter of such security ... shall sell 
any such security ... except at a current public offering 
price described in the prospectus.” 


The overstatements of net asset value that imposed un- 
fair burdens on incoming shareholders conferred undue 
benefits on withdrawing shareholders. Those benefits 
stemmed from the fact that shareholders who tendered 
their shares to the funds for redemption were paid off at 
true net asset value plus hidden premiums stemming from 
the inflated figures at which the funds carried their posi- 
tions in the salesman-recommended issues. Hence the re- 
maining shareholders were taxed for the benefit of those 
who chose to redeem. That was in willful violation of 
Rule 22c-1(a) under the Investment Company Act, which 
requires that redemptions be made only at prices ““based 
on the current net asset value.” 16/ 


Programs stresses certain mitigating factors. It asserts 
that: 


(1) its management and that of the funds was changed 
in May of 1970 — three years before the Commission’s 
staff beqan to investigate this matter. 


(2) None of the alleged wrongdoing relating to the pur- 
chase or valuation of securities occurred under the new 
management. 


(3) The funds’ investment performance under their 
present management has been better than the average 
performance of comparable funds. 


(4) The securities salesman who instigated the improper 

portfolio activity has been convicted in the United States 
District Court for the Southern District of New York for 
fraudulently inducing the funds to buy one of the securi- 
ties involved. 


(5) When Hurley and Frankenthaler bought and sold 
securities for their own accounts at or about the same 
time that they were causing the funds to buy such se- 
curities, they violated Programs’s own Code of Con- 
duct. 17/ 


Programs also points out that at the time of these events 
the Commission had published nothing about the way in 
which investment companies should value thinly traded 
portfolio securities. 18/ 


Vi. 
Programs’s ofter of settlement obligated it to: 


(A) Refrain for 180 days from performing any invest- 
ment advisory function for any new client; 19/ 


(B) Offer the funds $2.5 million in settlement of claims 
against it based on the activities described herein and on 
other grounds; 





(C) Pay half of that $2.5 million to the funds 20/ even if 
their Boards of Directors decide to reject Programs’s 
settlement offer to them; 21/ 


(D) Employ (within 120 days from the date hereof) a 
special compliance officer satisfactory to the Commis- 
sion, 22/who will: 


(i) Review Programs’s procedures in managing the funds, 
including those dealing with the supervision of employees 
responsible for the purchase and sale of portfolio securi- 
ties and with the maximum utilization of the funds’ cash 
balances; 


(ii) Prepare a report based on such review, which report 
may recommend changes in and /or additions to Pro- 
grams’s present procedures; and 


(iii) Regularly monitor Programs’s compliance with the 
manual described in the following paragraph until the 
compliance program set forth in that document has been 
implemented; 


(E) Prepare and adopt (within 180 days after receipt of 
the special compliance officer’s report) a comprehensive 
manual of procedures, which manual shall (i) include a 
compliance program, and (ii) be submitted to the funds 
and to the Commission; 


(F) Refrain in the future from causing more than two 
people associated with it to serve on any of the funds’ 
boards; 23/ and 


(G) Subject itself to the Commission’s jurisdiction should 
questions arise about its compliance with its undertakings. 
24/ 


Vil. 


From what has thus far been said, it follows that Hurley 
and Frankenthaler: 


(1) Willfully violated all of the statutory sections that Pro- 
grams violated; and 


(2) Willfully aided and abetted Programs’s violations. 


Moreover, Hurley and Frankenthaler bought a salesman- 
recommended issue for their own accounts not long be- 
fore that same stock was purchased by a Programs-man- 
aged fund. They then sold that stock at a profit. These 
transactions were arranged by the recommending sales- 
man. Hence they must be deemed vehicles by which he 
compensated Hurley and Frankenthaler for channeling 
the funds’ brokerage to him. Accordingly, Hurley and 
Frankenthaler willfully violated Sections 17(d) and 17 
(e)(1) of the Investment Company Act as well as the 
Commission’s Rule 17d-1 under the former section. 


Section 17(d) prohibits people in positions such as those 
occupied by Hurley and Frankenthaler from entering 
into any transaction in which any registered investment 
company linked with them is a “joint or a joint and 
several participant ... in contravention of such rules 

and regulations as the Commission may prescribe for 
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the purpose of limiting or preventing participation by such 
registered ... company on a basis different from or less ad- 
vantageous than that of any other participant.” And Rule 
17d-1 requires that every such transaction be approved in 
advance by the Commission. 


As the Commission said a decade ago in another case: 


“In the instant case we do not have the mere happenstance 
of simultaneous ownership of the same securities by an in- 
vestment company and affiliated persons. On the con- 
trary, ... Imperial and affiliated persons of Imperial under- 
took at or about the same time to invest in the same com- 
Panies at the inducement or arrangement of the same per- 
sons. Section 17(d) seeks to prevent affiliated persons of a 
registered investment company from taking undue ad- 
vantage of the investment company in transactions in 
which such persons and company participate in a joint 
undertaking. The possibility that the investment com- 
pany was not disadvantages does not cure the unlawful- 
ness of proceeding with the joint enterprises without ob- 
taining the prior approval of this Commission as required 
by Rule 17d-1." 25/ 


Section 17(e)(1) of the Act makes it unlawful for any 
affiliated person of a registered investment company or 
any affiliated person of such person, “‘acting as agent, to 
accept from any source any compensation ... for the pur- 
pose or sale of any property of or for such registered com- 
pany ... except in the course of such person’s business as 
underwriter or broker.” Its applicability to the instant 
case is clear. As the Commission has said: “Section 17(e) 
(1) ... is designed to prevent the receipt, by any affiliated 
person acting for the investment company, of any com- 
pensation in connection with the purchase and sale of 
investment company assets other than his regular salary or 
underwriter’s or broker's fees.”” 26/ 


Frankenthaler’s prohibited transaction related to a single 
security. 27/ Hurley’s case involves not only that se- 
curity, but two others as well. In addition, Hurley re- 
ceived merchandise and other benefits from the recom- 
mending salesman. 


Hence it is appropriate in the public interest to: 


(A) Bar Hurley from both the general securities business 
and the investment company industry, and 


(B) Suspend Frankenthaler from association with any 
broker, dealer, or investment adviser for six months, with 
the proviso that he may after three months from the 
date hereof become so associated as a non-supervisory 
security analyst, and also bar him from association with 
any investment company with the proviso that he may 
after 18 months from the date hereof apply to the Com- 
mission for permission to become so associated upon a 
showing of appropriate supervision acceptable to the 
Commission’s staff. 


Vill. 
Accordingly, IT IS ORDERED that Financial Programs, 


Inc. be, and it hereby is, required to do all that it has 
undertaken to do in its offer of settlement herein 


506/SEC DOCKET 





and in the undertaking annexed thereto; and it is further 


ORDERED that if the said Financial Programs, Inc. should 
fail to comply with any of its aforementioned undertakings, 
the Commission may, after notice and hearing, issue such 
further order with respect to Financial Programs, Inc. or 
impose such additional sanction on it as it deems appropri- 
ate; and it is further 





ORDERED that John R. Hurley be, and he hereby is, bar- 
red from association with any broker, dealer, or investment 
adviser; and it is further 


ORDERED that the said John R. Hurley be, and he hereby 
is, prohibited from serving or acting as an employee, offi- 
cer, director, member of an advisory board, investment ad- 
viser, depositor of, or principal underwriter for any regis- 
tered investment company or any affiliated person of such 
investment adviser, depositor, or principal underwriter; 
and it is further 


ORDERED that James R. Frankenthaler be, and he hereby 
is, suspended for six months from the date hereof from 
association with any broker, dealer, or investment adviser, 
provided, however, that he may after the expiration of 
three of said six montt  ecome so associated in a non- 
supervisory position as a security analyst; and it is further 


ORDERED that the said James R. Frankenthaler be, and 

he hereby is, barred from association with any investment 
company, provided, however, that he may after 18 months 
from the date hereof and upon a showing of appropriate 
supervision acceptable to the Commission's staff apply to y 
the Commission for permission to become so associated. 








For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Financial Industrial Fund, Inc., Financial Industrial 
Income Fund, Inc., Financial Dynamics Fund, Inc., Fi- 
nancial Venture Fund, Inc. 


2/ Three other persons formerly associated with Pro- 
grams are also named as respondents. 


3/ Section 15(b) of the Securities Exchange Act, Sec- 
tion 9(b) of the Investment Company Act, and Section 
203(f) of the Investment Advisers Act. 


4/ No evidentiary hearing has been held. The findings 
made below rest entirely on the order for proceedings 
and the offers of settlement. Hence they do not bind 
the non-settling respondents. 





5/ They were Richard Packing Company, Richard Fran- 
chise Investment, Inc., Status Marketing Corp., Frigi- 
temp Corp., Acrite Industries, Inc., Combustion Equip- 
ment Associates, Inc., Michael Craig Personnel, Inc., 
Cassette Cartridge, Inc., Data Lease Financial Corp., 
Component Systems, Underwriters Bank and Trust Com- 
pany, Neo Tec Corp., Dimension V, Ltd., Textone, Inc., 
Integrated Medical Services, Ltd., and Pan American 














% 












Dynamics. 


6/ In none of the instances enumerated in the preceding 
footnote did the funds acquire in the aggregate less than 
22% of the total quantity of securities available for public 
trading. It was not uncommon to acquire more than half 
the floating supply. In one case over 85% of the securities 
available for trading were acquired, and in another the 70% 
mark was exceeded. 


7/ The purchases were made in 1969 and in the first four 
months of 1970. In May of 1970 the buying stopped, 

and the selling began. And the funds were able to sell 
these securities. But the prices they had to accept were 

so low that most of the original investment was lost. 


8/ Compare Wolf Corporation, 42 SEC 1042, 1048 
(1966); National Lithium Corporation, 40 SEC 746, 
752 (1961). 


9/ Another disregarded limitation involved Financial 
Industrial Income Fund, Inc. Its prospectus represented 
that it would invest in dividend-paying stock and in debt 
securities yielding interest income. Nevertheless, it pur- 
chased the debentures of an unseasoned company with 
nominal assets that was financially incapable of paying 
interest. 


10/ This type of interpositioning was a breach of fidu- 
ciary duty. As the Commission said in Delaware Manage- 
ment Company, Inc., 43 SEC 392, 400 (1967): “[R]e- 
spondents did not have a legitimate basis for believing 
that their transactions in portfolio securities on behalf 
of the Funds were in accordance with industry practice 
and applicable law. Persons engaged in the securities 
business cannot be unaware of their obligation to serve 
the best interests of customers and that interpositioning 
is bound to result in increased prices or costs.” 


11/ The Commission has suggested that ‘The balance 
maintained in such accounts should not exceed that 
amount which is necessary to meet current recurring ex- 
penses and distributions declared and payable to share- 
holders.” Investment Company Act Release No. 6863, 
Guidelines Relating to Checking Accounts (December 6, 
1971). 


12/ The period referred to ran from May of 1970 to 
September of 1972. 


13/ Section 17(a) of the Securities Act, Section 10(b) 
of the Securities Exchange Act and Rule 10b-5 there- 
under, Section 206 of the Investment Advisers Act, and 
Section 34(b) of the Investment Company Act. 


14/ No finding is made under Section 203(e)(5) of the 
Investment Advisers Act. That section was not in effect 
during the relevant period. 


15/ In these circumstances Section 2(a)(39) of the In- 
vestment Company Act and the Commission’s Rule 
2a-4 under the Act made it “incumbent upon the Board 
of Directors [of each fund, and Programs, of course, 
was represented on those boards] to satisfy themselves 
that all appropriate factors relevant to ... value ... have 





been considered and to determine the method of arriving 
at the fair value of each such security.” Investment Com- 
pany Act Release No. 6295, Securities Act Release No. 
5120, Securities Exchange Act Release No. 9049, Ac- 
counting Series Release No. 118, Accounting for Invest- 
ment Securities by Registered Investment Companies 
(December 23, 1970). That release goes on to stress the 
gravity and the nondelegable character of the directors’ 
responsibilities in this regard and then points out that: 
“No single standard for determining ‘fair value’ ... in good 
faith can be laid down, since fair value depends upon the 
circumstances of each individual case. As a general prin- 
ciple, the current ‘fair value’ of an issue of securities be- 
ing valued by the Board of Directors would appear to be 
the amount which the owner might reasonably expect to 
receive for them upon their current sale ... [F] actors 
which the directors should consider ... include ... the fun- 
damental analytical data relating to the investment ... and 
an evaluation of the forces which influence the market in 
which these securities are bought and sold.” (Emphasis 
added.) 


16/ That rule was adopted under Section 22(c) of the 
Act, which when taken together with Section 22(a) of 
the statute, authorizes the Commission to prescribe rules 
about redemptions “for the purpose of eliminating or re- 
ducing so far as reasonably practicable any dilution of 
the value of other outstanding securities of such company 
[i.e. the redeeming investment company] or any other 
result of ...‘redemption ... which is unfair to holders of 
such other outstanding securities.” 


17/ See part VII, infra. 


18/ Its offer of settlement says: ““During the period refer- 
red to by the Commission’s Order, no rule, regulation or 
release had been published by the Commission with re- 
spect to, and there were no generally accepted procedures 
for, the valuation of portfolio securities at other than 
quoted market prices in cases where a single mutual fund 
or a group of mutual funds, having the same investment 
adviser, purchased a significant portion of the securities 
of an issuer available for trading in the over-the-counter 
market, or which otherwise purported to limit the aggre- 
gate amount of a single issuer which could be purchased 
by such funds.” 


But see Cady, Roberts & Co., 40 SEC 907, 911 (1961): 
“These antifraud provisions encompass the infinite var- 
iety of devices by which undue advantage may be taken 
.... See also SEC v. Capital Gains Research Bureau, Inc., 
375 U.S. 180, 193, n. 41 (1963); Foshay v. United States, 
68 F.2d 205, 211 (C.A. 8, 1933). 


19/ This will not impair Programs’s ability to continue 
to act for the funds and for other existing clients. 


20/ This $1.25 million fund has already been deposited 
with an escrow agent. 


21/ Rejection will lead to the division of this $1.25 
million among the funds in accordance with their re- 
spective losses. 


To advance their shareholders’ interest, the funds have 
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undertaken to reconstitute their boards by adding three 
new directors to them. These new directors, who are to be 
satisfactory to the Commission’s staff and independent of 
Programs, will constitute three of the four members of a 
special committee of each Board to be created for the 
purpose of determining whether to accept or reject Pro- 
grams’s settlement proposals. 


22/ The Commission is not to withhold its approval of 
this person unreasonably. 


23/ This commitment will take effect at the next annual 
meetings of the funds’ shareholders. 


24/ Programs’s offer provides that if it “fails to comply 
with any order issued pursuant to this offer or any under- 
taking made in this offer, the Commission may, after no- 
tice and hearing, issue such further order, or impose 

such sanction, as it deems appropriate.”’ The issues in 

any hearings held pursuant to this proviso will relate 
solely to Programs’s compliance with its own undertak- 
ings and the appropriateness of further relief. All find- 
ings made herein shall be binding for the purposes of 

any such subsequent hearing. 


25/ Imperial Financial Services, Inc., 42 SEC 717, 727 
(1965). 


26/ Imperial Financial Services, Inc., supra at 727 (1965). 


See also United States v. Deutsch, 451 F.2d 98, 113 
(C.A. 2, 1971), cert. denied 404 U.S. 1019 (1972): 
“[T] he requisite intent under § 17(e)(1) is intent to 
give and accept a gratuity in appreciation for past or 
present conduct ....”” 


27/ His case also presents mitigating factors that are not 
present in Hurley’s. Frankenthaler says that he reported 
all of his transactions in securities to his superiors and 
that they never advised him that he was doing anything 
improper. Moreover, Frankenthaler had no prior experi- 
ence as a mutual fund investment manager. He asserts 
that the guidance and supervision given him by Pro- 
grams were grossly inadequate. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11313/March 25, 1975 


Admin. Proc. File No. 3-4630 

In the Matter of 

VENTURA INTERNATIONAL, INC. 
NOTICE OF APPLICATION PURSUANT TO 
SECTION 12(h) OF THE SECURITIES 
EXCHANGE ACT OF 1934 

and 


OPPORTUNITY FOR HEARING 


The Securities and Exchange Commission has issued a 
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notice giving interested persons until April 14, 1975 to 
request a hearing on an application by Ventura Interna- 
tional, Inc. (“Ventura”) pursuant to Section 12(h) of 
the Securities Exchange Act of 1934 (the “1934 Act’’) 
for an order exempting Ventura from the reporting pro- 
visions of Sections 12(g) and 15(d) of the Act. Ventura 
was organized in 1961, has engaged in various business 
activities and is currently engaged in the process of com- 
plete dissolution under the Nevada Corporation Law. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11314/March 27, 1975 


Admin. Proc. File No. 3-4476 
In the Matter of 

JERRY RICHMAN 

36 Fairview Avenue 

North Woodmere, New York 
NORMA PITTMAN 


1270 East 18th Street 
Brooklyn, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 


TIONS 


In these broker-dealer proceedings under the Securities Ex- 


change Act, Jerry Richman, a vice-president of Horizon 
Securities, Inc., a broker-dealer firm, 1/ and Norma Pitt- 
man, who was a back office employee of Horizon, have 
submitted offers of settlement which the Commission has 
determined to accept. Solely for the purpose of this pro- 
ceeding and, in the case of Richman, any other proceeding 
under specified provisions of the Exchange Act, and with- 
out admitting or denying the allegations in the order for 
proceedings, respondents consent to certain findings and 
to the imposition of specified sanctions. 


The order for proceedings charges that, during the period 
from about May to December 1972, Richman violated 
antifraud provisions in that he gave customers false assur- 
ances against loss, falsely stated to customers that Horizon 
would repurchase securities purchased by them, effected 
securities transactions at a time when Horizon was insol- 
vent, and made material misstatements to investors in the 
stock of Horizon’s parent company with respect to the 
solvency of Horizon, its principal asset. The order also 
alleges that Richman and Pittman aided and abetted false 
entries by Horizon in its books and records, and Horizon’s 
failure to comply with net capital, recordkeeping and 
credit extension requirements. 


On the basis of the offers of settlement, it is found that: 
2/ 


1. Richman willfully aided and abetted violations of Sec- 
tion 10(b) of the Exchange Act and Rule 10b-5 there- 
under. 


2. Respondents willfully aided and abetted violations of 









































Section 15(c)(3) of the Exchange Act and Rule 15c3-1 
thereunder. 


3. Respondents willfully aided and abetted violations of 
Section 7(c) of the Exchange Act and Regulation T pro- 
mulgated thereunder by the Board of Governors of the 
Federal Reserve System. 


4. Respondents willfully aided and abetted violations 
of Section 17(a) of the Exchange Act and Rules 17a-3 
and 17a-4 thereunder. 


Richman’s offer provides that he may be suspended from 
any association with a broker-dealer, investment adviser 
or investment company for a period of 30 days, and 
barred from any such association in a supervisory or pro- 
prietary capacity with the proviso that he may continue 
to oversee functions of a broker-dealer or investment ad- 
viser concerning customer transactions in investment com- 
pany shares and customer complaints and inquiries in con- 
nection therewith, state regulatory matters, and matters 
concerning office and personnel administration in connec- 
tion with transactions in investment company shares. 
After three years, Richman may apply to the Commission 
for relief from the bar. The sanction specified in Pittman’s 
offer is set forth below. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offers of settlement. 


Accordingly, 1T 1S ORDERED that Jerry Richman be, 

and he hereby is, suspended from being associated with a 
broker-dealer, investment adviser or investment company 
for a period of 30 days, effective as of the opening of busi- 
ness on April 7, 1975, and, with the exceptions set forth 
above, barred from any such association in a supervisory 
or proprietary capacity with the proviso that, after three 
years, he may apply to the Commission for relief from 
such bar; and it is further 


ORDERED that, effective the day following the date 
hereof, Norma Pittman be, and she hereby is, suspended 
from being associated with any broker, dealer, registered 
investment company and investment adviser for a period 
of 30 days, and barred from being so associated in any 
supervisory capacity. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Horizon has consented to revocation of its broker- 
dealer registration in these proceedings. 


2/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11315/March 27, 1975 


Admin. Proc. File No. 3-4476 
In the Matter of 


HORIZON SECURITIES, INC. 
New York, New York 
(8-15818) 


JOSEPH DE FILIPPO 
THOMAS DE FILIPPO 


NOVA EQUITY VENTURES, INC. 
9 York Drive 
New City, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


These are broker-dealer proceedings under the Securities 
Exchange Act with respect to Horizon Securities, Inc. 
(“registrant”), a registered broker-dealer, Nova Equity 
Ventures, Inc., registrant’s parent corporation, Joseph 
De Filippo, president of registrant and Nova, and Thomas 
De Filippo, a vice-president of registrant. Solely for the 
purpose of settling these proceedings, and without ad- 
mitting or denying the allegations in the order for pro- 
ceedings, respondents consent to findings of violations 
as alleged in that order and to the imposition of speci- 
fied sanctions. 


On the basis of the order for proceedings and respondent's 
consents, it is found that: 1/ 


1. During the period from about May to December 1972, 
respondents willfully violated Section 10(b) of the Ex- 
change Act and Rule 10b-5 thereunder in that they gave 
customers false assurances against loss, falsely stated 

that registrant would repurchase securities purchased by 
customers, conducted business at a time when registrant 
was insolvent, and made material misstatements to in- 
vestors in Nova stock with respect to the insolvency of 
registrant, Nova’s principal asset. 


2. During the same period, registrant, willfully aided and 
abetted by J. De Filippo, T. De Filippo and Nova, willfully 
violated Section 15(c)(3) of the Exchange Act and Rule 
15c3-1 thereunder in that it effected securities transactions 
when its aggregate indebtedness exceeded 2000% of its net 
capital and it did not have and maintain net capital of at 
least $5,000. 


3. During the period from about May 1 through November 
30, 1972, registrant, willfully aided and abetted by J. De 
Filippo, T. De Filippo and Nova, willfully violated Section 
7(c) of the Exchange Act and Regulation T promulgated 
thereunder by the Board of Governors of the Federal Re- 
serve System in that it improperly extended, maintained 
and arranged for credit to and for customers. 


4. Registrant, willfully aided and abetted by J. De Filippo, 
T. De Filippo and Nova, willfully violated Section 17(a) 
of the Exchange Act and Rules 17a-3 and 17a-4 there- 
under in that, during the period from about January to 
December 1972, it failed to make accurately, keep cur- 
rent and preserve certain books and records and, during 
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the period from about May to December of that year, made 
false entries in its books and records by creating fictitious 
customer accounts reflecting cash credit balances to disguise 


loans from the persons for whom the accounts were created. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions to which respondents have consented. 


Accordingly, 1T IS ORDERED that, effective the day 
following the date hereof, the registration as a broker and 
dealer of Horizon Securities, Inc. be, and it hereby is, re- 
voked; and that Joseph De Filippo, Thomas De Filippo, and 
Nova Equity Ventures, Inc. be, and they hereby are, barred 
from being associated with any broker, dealer, registered 
investment company and investment adviser. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18880/March 21, 1975 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


(70-5651) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE BID- 
DING 


NOTICE IS HEREBY GIVEN that Appalachian Power 
Company (“Appalachian”), an‘electric utility subsidi- 
ary company of American Electric Power Company, Inc. 
(“AEP”), a registered holding company, has filed an ap- 
plication with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (““Act’’) desig- 
nating Section 6(b) of the Act and Rule 50 promulgated 
thereunder as applicable to the proposed transactions. All 
interested persons are referred to the application, which 
is summarized below, for a complete statement of the 
proposed transaction. 


Appalachian proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, up to $40,000,000 principal amount of First Mort- 
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gage Bonds, to mature in not less than 5 and not more than 
30 years. The interest rate (which will be expressed in a 
multiple of 1/8 of 1%) and the price to be paid to Appala- 
chian for the Bonds (which shall not be less than 100% un- 
less Appalachian shall authorize a lower percentage not less 
than 99%, and shall not exceed 102.75%) will be determined 





! 











by competitive bidding. The terms of the Bonds preclude 
Appalachian from redeeming any such Bonds prior to May 
1, 1980, if such redemption is for the purpose of refunding 
such Bonds with proceeds of funds borrowed at a lower Pl 
effective interest cost. The Bonds will be issued under and R 
secured by the Mortgage and Deed of Trust, dated as of 
December 1, 1940, to Bankers Trust Company and G. E. In 
Maier (‘‘Trustees’”’), and a new Indenture Supplemental M 
thereto which will be dated as of the first day of the month 
in which the Bonds are to be issued. - 
4 
The proceeds realized from the sale of the Bonds are pro- Ne 
posed to be used to retire short-term debt incurred for 
various corporate purposes including the financing of part (7 
of the cost of the Company’s construction program for the 
year 1975. The presently estimated cost of Appalachian’s N 
construction program for 1975 is approximately $140,000, M 
000. At March 4, 1975, commercial paper in the amount IN 
of $73,165,000 and notes to banks in the amount of 
$45,360,000 were outstanding, and it is anticipated that Ni 
at the time of the issuance and delivery of the Bonds, an tie 
aggregate amount of commercial paper and notes to banks pa 
estimated at approximately $145,000,000 will be outstand- si 
ing. tic 
Expenses of Appalachian in connection with the proposed 
transaction will be filed by amendment. The proposed y 
transaction is subject to the jurisdiction of the State ? 
Corporation Commission of Virginia and the Public Ser- 
vice Commission of Tennessee, and no other state commis- wi 
sion and no federal commission, other than this Commis- th 
sion, has jurisdiction over the proposed transaction. Mi 
NOTICE IS FURTHER GIVEN that any interested per- ho 
son may, not later than April 17, 1975, request in Mi 
writing that a hearing be held on such matter, stating Mi 
the nature of his interest, the reasons for such request, sh 
and the issues of fact or law raised by said application ch 
which he desires to controvert; or he may request that Mi 
he be notified if the Commission should order a hearing stc 
thereon. Any such request should be addressed: Secre- ne 
tary, Securities and Exchange Commission, Washington, an 
D. C. 20549. A copy of such request should be served cle 
personally or by mail (air mail if the person being served Co! 
is located more than 500 miles from the point of mailing) to 
upon the applicant at the above-stated address, and proof tin 
of service (by affidavit or, in case of an attorney at law, | 
by certificate) should be filed with the request. At any Iti 
time after said date, the application, as filed or as it may Col 
be amended, may be granted as provided in Rule 23 of tio 
the General Rules and Regulations promulgated under the 
the Act, or the Commission may grant exemption from col 
such rules as provided in Rules 20(a) and 100 thereof or ste 
take such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether a NC 
hearing is ordered will receive any notices and orders Pel 
issued in this matter, including the date of the hearing - 
(if ordered) and any postponements thereof. . 
For the Commission, by the Division of Corporate Regu- de 
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lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18881/March 21, 1975 


In the Matter of 


MIDDLE SOUTH UTILITIES, iNC. 
MIDDLE SOUTH ENERGY, INC. 
225 Baronne Street 

New Orleans, Louisiana 70112 


(70-5647) 


NOTICE OF PROPOSED ISSUE AND SALE OF COM- 
MON STOCK BY SUBSIDIARY COMPANY TO HOLD- 
ING COMPANY 


NOTICE IS HEREBY GIVEN that Middle South Utili- 
ties, Inc. (““Middie South”’), a registered holding com- 
pany, and Middle South Energy, Inc. (““MSE1!”), a sub- 
sidiary company of Middle South, have filed an applica- 
tion-declaration with this Commission, pursuant to the 
Public Utility Holding Company Act of 1935 (““Act’’), 
designating Sections 6(a), 7, 9(a), 10, and 12(f) of the 
Act and Rules 43 and 50(a)(3) promulgated thereunder 
as applicable to the proposed transactions. All interested 
persons are referred to the application-declaration, 

which is summarized below, for a complete statement of 
the proposed transactions. 


MSEI proposes to issue and sell to Middle South (the 
holder of all of the issued and outstanding shares of 
MSEI’s common stock no par value per share), and 
Middle South proposes to acquire, 20,000 additional 
shares of MSEI’s common stock, for an aggregate pur- 
chase price of $20,000,000 in cash. Middle South and 
MSEI believe it preferable for the additional common 
stock to be sold at times coinciding with MSEI’s cash 
needs, which are primarily determined by the nature 
and pace of the construction work on its Grand Gulf Nu- 
clear Electric Station near Vicksburg, Mississippi. Ac- 
cordingly, the applicants-declarants request authority 
to consummate the proposed transactions at various 
times through August 1, 1975. 


It is stated that no State commission, and no Federal 
commission, other than this Commission, has jurisdic- 
tion over the proposed transactions. It is further stated 
that no special or separate expenses are anticipated in 
connection with the issuance and sale of the common 
stock. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 14, 1975, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application- 
declaration, which he desires to controvert; or he may 


request that he be notified if the Commission should 
order a hearing thereon. Any such request should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request should 
be served personally or by mail (air mail if the person be- 
ing served is located more than 500 miles from the point 
of mailing) upon the applicants-declarants at the above- 
stated address, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the applica- 
tion-declaration, as filed or as it may be amended, may 
be granted and permitted to become effective as pro- 
vided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18882/March 21, 1975 


In the Matter of 


THE PROVIDENCE GAS COMPANY 
100 Weybosset Street 
Providence, Rhode Island 02901 


(31-759) 


NOTICE OF FILING OF APPLICATION FOR EXEMP- 
TION UNDER SECTIONS 3(a)(1) AND 3(a)(2) 


NOTICE IS HEREBY GIVEN that The Providence Gas 
Company (“Providence”), a gas utility company and a 
holding company, has filed an application, and an amend- 
ment thereto, for an exemption under Sections 3(a)(1) 

or 3(a)(2) of the Public Utility Holding Company Act 

of 1935 (“Act”). All interested persons are referred to 
the amended application, which is summarized below, 
for a complete statement of the proposed transaction. 


Providence, a Rhode Island corporation, is engaged in 
the business of selling natural gas to retail customers 

for residential, commercial and industrial use. Providence 
purchases its aas under a long-term contract with Al- 
gonquin Gas Transmission Company and distributes it to 
approximately 104,000 customers in sixteen cities and 
towns within the State of Rhode Island. In 1974, Provi- 
dence sold 16,670,000 MCF of gas to customers with- 

in Rhode Island. No sales were made to customers 
outside of Rhode Island. Providence’s executive offices, 
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distribution and maintenance facilities and storage fa- 
cilities are all located within Rhode Island. 


On December 31, 1974, Providence acquired substan- 
tially all of the assets of The Newport Gas Light Com- 
pany (“Newport”), a Rhode Island corporation, and 
now carries on Newport's business in its Newport Di- 
vision. During 1974, the Newport Division distributed 
1,089,792 MCF of gas to approximately 4,700 cus- 
tomers, all of whom are located within Rhode Island. 
The executive offices and utility assets of the Newport 
Division are all located within Rhode Island. 


Providence is a holding company, as defined in Section 
2(a)(7) of the Act, by virtue of its ownership of 45% 

of the outstanding capital stock of Tiverton Gas Com- 
pany (“Tiverton”), a gas utility company organized 
under the laws of Rhode Island which, in 1974, dis- 
tributed 37,100 MCF of gas to approximately 500 cus- 
tomers in Tiverton, Rhode Island. Providence acquired 
Tiverton’s stock as a part of its acquisition of Newport's 
assets. All of Tiverton’s offices and distribution facili- 
ties are located in Rhode Island, and no gas sales are 
made without Rhode Island. It is stated that Providence 
has no meaningful role in Tiverton’s management and 
does not participate in its operations. 


Providence also owns all of the issued and outstanding 
stock of three non-utility subsidiaries, Bay Front Real 
Estate Company, Prudence Corporation and Arrowhead 
Propane Corporation, all of which are Rhode Island 
companies. 


Providence proposes that it be exempted from the obli- 
gations of a holding company under the Act under 
either Section 3(a)(1) or Section 3(a)(2). Under Section 
3(a)(1), a holding company is exempted if it and its 
utility subsidiaries are incorporated in a single state and 
their utility operations are predominently intrastate in 
character. Section 3(a)(2) exempts holding companies 
which are predominently public-utility companies. The 
applicant states that it is entitled to exemption under 
either action. 


The fees and expenses to be paid or incurred in con- 
nection with the proposed transaction will not exceed 
$500. No State commission and no Federal commis- 
sion, other than this Commission, has jurisdiction over 
the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 15, 1975, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the 
issues of fact or law raised by said application, as 
amended, or as it may be further amended, which he 
desires to controvert; or he may request that he be 
notified if the Commission should order a hearing there- 
on. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549. A copy of such request should be served person- 
ally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
up6n the applicant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at law, 
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by certificate) should be filed with the request. At any 
time after said date, the application, as amended or as it 
may be further amended, may be granted as provided in 
Rule 23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether a hearing 
is ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 





For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18883/March 21, 1975 


In the Matter of 

MICHIGAN CONSOLIDATED GAS COMPANY 
One Woodward Avenue 

Detroit, Michigan 48226 

(70-5639) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 





NOTICE IS HEREBY GIVEN that Michigan Consolidated 
Gas Company (“Michigan Consolidated”), a gas utility 
subsidiary company of American Natural Gas Company, 
a registered holding company, has filed an application 
with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (““Act’’), designating 
Section 6(b) of the Act and Rule 50 thereunder as ap- 
plicable to the proposed transaction. All interested per- 
sons are referred to the application, which is summarized 
below. for a complete statement of the proposed trans- 
action. 


Michigan Consolidated proposes to issue and sell, subject 
to the competitive bidding requirements of Rule 50 
under the Act, $40,000,000 principal amount of First 
Mortgage Bonds, % Series due 1995. The interest 
rate (which will be a multiple of 1/8th of 1%) and the 
price, exclusive of accrued interest, (which will not be 
less than 982% nor more than 101%% of the principal 
amount), will be determined by competitive bidding. 
The bonds will be issued under an Indenture of Mort- 
gage and Deed of Trust dated as of March 1, 1944 as 
heretofore supplemented by twenty-two supplemental 
indentures and as to be further supplemented by a 
Twenty-third Supplemental Indenture, to be dated as 
of April 15, 1975, between Michigan Consolidated and 
First National City Bank, as Trustee, and including a 
prohibition, until May 1, 1980, against refunding the 
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issue through borrowings having an interest cost to Michi- 
gan Consolidated lower than the interest cost of the 
bonds. 


Michigan Consolidated states that there is a possibility 
that changing market conditions may necessitate reducing 
the maturity of the bonds to between five and ten years. 
If Michigan Consolidated determines, after discussions 
with each of the potential underwriters, that bonds of 

this shorter maturity should be offered for bidding, it 

will promptly notify the Commission and amend its appli- 
cation. The terms of the bonds of this shorter maturity 
would differ from the proposed bonds only to the extent 
that the bonds of shorter maturity would contain no sink- 
ing fund provision. 


It is stated that the net proceeds from the sale of the 
bonds will be used to pay, in part, 1975 construction 
and improvement of facilities costs, estimated at $95,- 
000,000. The additional funds required to finance 1975 
construction are to be obtained from operations and 
from short-term borrowings which will be the subject 

of a future application to the Commission. 


The fees and expenses to be paid in connection with 
the proposed transaction are estimated at $211,000, 
including counsel fees of $35,500 and accounting fee 
of $15,000. The fee of counsel for the purchasers of 
the bonds is estimated at $19,000 and is to be paid by 
the successful bidders. It is stated that the issuance 
and sale of the bonds require authorization by the 
Michigan Public Service Commission and that no other 
State commission and no Federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 16, 1975 request in 
writing that a hearing be held on such matter, stating 

the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application 
which he desires to controvert; or he may request that 

he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, 
D. C. 20549. A copy of such request should be served 
personally or by mail (air mail if the person being 

served is located more than 500 miles from the point 

of mailing) upon the applicant at the above-stated ad- 
dress, and proof of service (by affidavit or, in the case 

of an attorney at law, by certificate) should be filed 

with the request. At any time after said date, the appli- 
cation, as filed or as it may be amended, may be granted 
as provided in Rule 23 of the General Rules and Regula- 
tions promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 20 
(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HGLDING COMPANY ACT OF 1935 
Release No. 18884/March 24, 1975 


In the Matter of 


NORTHEAST UTILITIES 
WESTERN MASSACHUSETTS ELECTRIC COMPANY 
West Springfield, Massachusetts 


THE CONNECTICUT LIGHT AND POWER COMPANY 
Berlin, Connecticut 


THE HARTFORD ELECTRIC LIGHT COMPANY 
Wethersfield, Connecticut 


(70-5612) 


ORDER AUTHORIZING ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS AND/OR COMMERCIAL 
PAPER TO DEALERS, EXCEPTION FROM COMPETI- 
TIVE BIDDING, AND CAPITAL CONTRIBUTIONS 


Northeast Utilities (“NU”), a registered holding company, 
The Connecticut Light and Power Company (“CL&P”’), 
The Hartford Electric Light Company (“HELCO”), 

and Western Massachusetts Electric Company (“WMECO”), 
each a wholly-owned electric utility subsidiary company 

of NU, have filed a declaration and amendments thereto 
with this Commission pursuant to Sections 6(a), 7, and 
12(b) of the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 45 and 50(a)(5) promulgated thereunder 
regarding the following proposed transactions. 


Declarants each propose to issue, from time to time until 
March 31, 1976, short-term notes to a number of banks 
and commercial paper to dealers in commercial paper. It 
is also stated that declarants contemplate the possible 
establishment of credit lines with insurance companies 
for short-term borrowings which, if formalized, will be 
the subject of an amendment to the declaration. The ag- 
gregate amount of all such short-term indebtedness at 

any time outstanding, whether issued to banks, to a deal- 
er in commercial paper, or otherwise, will not, unless 
otherwise ordered by the Commission, exceed $160,000,- 
000 in the case of NU, and in the cases of CL&P, HELCO, 
and WMECO aggregate amounts of $70,000,000, $70,000,- 
000, and $63,000,000, respectively. By order dated De- 
cember 11, 1973 (HCAR No. 18213), the Commission 
authorized and preferred shareholders subsequently 
approved CL&P, HELCO, and WMECO to continue, for 

a 5-year period, their existing authorizations to incur 
short-term indebtedness in an amount up to but not ex- 
ceeding 20% of their respective capitalizations. 


Declarants propose to renew and extend any notes so 
issued or to refund them with other similar notes issued 
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to banks or to dealers in commercial paper and to issue 

and sell additional short-term notes (and to renew such 
notes) from time to time to meet portions of their capital 
requirements; provided, however, that the aggregate amount 
of all such notes of each declarant at any one time outstand- 
ing, including notes issued both before and after March 31, 
1975, will at no time exceed the amount set forth above 

for each declarant. 


The notes to be issued to banks will each be dated as of the 
date of issue (no later than March 31, 1976), will have maxi- 
mum maturity dates of nine months with right of renewal, 
will bear interest at a rate per annum not in excess of the 
prime rate or the prime rate plus a fraction thereof, and 
will be subject to prepayment at any time at each company’s 
option without premium. 


The delcarants have credit lines with forty-nine banks 
subject in most cases to commitment fees and/or com- 
pensating balance requirements. Generally, compensating 
balances ranging from 10%-20% of credit lines are re- 
quired. Based upon a 8% prime interest rate, a 10%-20% 
compensating balance will result in an effective cost of 
borrowing of 8.89-10.00% per annum. 


Commercial paper will be issued and sold by each declar- 
ant in the form of short-term promissory notes in vary- 
ing denominations of not less than $50,000 and not 

more than $1,000,000, bearing varying maturities of 

not more than 270 days after date of issue and not sub- 
ject to repayment prior to maturity. The commercial 
paper will be sold directly to dealers in commercials 

paper (Lehman Commercial Paper, Incorporated, in the 
case of NU and WMECO, and A. G. Becker & Co., In- 
corporated, in the case of CL&P and HELCO) at the 
discount rate per annum prevailing at the date of issu- 
ance for commercial paper of comparable quality and like 
maturity sold by public-utility issuers to commercial paper 
dealers. No commercial paper shall be issued having a ma- 
turity of more than 90 days at an effective interest cost to 
the declarants which exceeds the prime commercial bank 
rate at which they could borrow from banks. No commis- 
sion or fee will be payable in connection with the issuance 
and sale of the commercial paper. The purchasing dealer, 
as principal, will reoffer the commercial paper to institu- 
tional investors at a discount not to exceed 1/8 of 1% per 
annum less than the prevailing discount rate available to 
declarants in such manner as not to constitute a public 
offering. The commercial paper will be reoffered to not 
more than 200 identified and designated commercial and 
institutional customers in a nonpublic list prepared for 
each delcarant in advance by the purchasing dealer, and 
furnished to the Cominission either by each deciarant or 
the commercial paper dealer. No additions will be made to 
this customer list. It is anticipated that the commercial 
paper will be held by customers to maturity, but, if such 
customers desire to resell prior to maturity, the purchasing 
dealer, pursuant to a verbal repurchase agreement, will re- 
purchase the commercial paper and reoffer the same only 
to others on the list. 


The funds to be derived by NU from the issuance and sale 
of the bank notes and the commercial paper will be applied 
(i) to make capital contributions and/or open account ad- 
vances during the period from April 1, 1975, to March 31, 
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1976, to CL&P, HELCO, WMECO, and Northeast Nuclear ,.| 
Energy Company (““NNEC”), formerly The Millstone Point @ 
Company, all of which are electric utility subsidiaries of nut 

in amounts not to exceed $55,000,000, $35,000,000, 
$30,000,000, and $10,000,000, respectively, (ii) to make 

open account advances during 1975 and up to March 31, 

1976, to The Quinnehtuk Company and to Holyoke Water 

Power Company, both wholly-owned subsidiaries of NU, | 

in amounts not to exceed $1,000,000 and $4,000,000, re- 
spectively, and (iii) to supply funds as needed to other sub- 
sidiary companies as heretofore or hereafter authorized 

by the Commission. All capital contributions to subsidi- 
aries will be credited to their capital surplus accounts. 
CL&P, HELCO, and WMECO will apply such contributions, 
together with other funds available to them, to finance their 
1975 construction programs. The total estimated construc- 
tion expenditures of CL&P, HELCO, and WMECO for 1975 
are $148,000,000, $64,900,000, and $48,100,000, respec- 
tively. NNEC will apply such contribution, together with 
other funds available to it, for nuclear fuel financing dur- 
ing 1975. Total expenditures for nuclear fuel in 1975 are 
estimated to be $48,000,000. The funds to be derived by 
CL&P, HELCO, and WMECO from the issuance and sale 

of the bank notes and commercial paper will also be 
applied, together with other funds available to these com- 
panies, to finance their respective construction expenditures 
in 1975 and 1976. 


It is stated that NU will not necessarily apply all or any 
part of the proceeds of any sale of its common shares 
prior to March 31, 1976, to the reduction of its outstand- 
ing short-term borrowings and that CL&P, HELCO, and 
WMECO will not necessarily apply all or any part of the 
net proceeds of any long-term financing to the repayment 
or reduction of their short-term notes. Any bank notes or 
commercial paper of NU, CL&P, HELCO, and WMECO 
olltstanding at March 31, 1976, will be repaid from inter- 
nal cash resources or from the proceeds of long-term debt 
or equity financing. 





” 





Declarants request exception from the competitive bidding 
requirements of Rule 50 for the proposed issue and sale of 
the commercial paper pursuant to paragraph (a)(5) thereof 
on the grounds that it is not practicable to invite competi- 
tive bids for commercial paper and that current rates for 
commercial paper for prime borrowers such as the declar- 
ants are published daily in financial publications. Declarants 
also request authority to file certificates of notification 
under Rule 24 with respect to the issue and sale of commer- 
cial paper within 30 days after the end of each calendar 
quarter. 


No State or Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 





Due notice of the filing of said deciaration has been given 

in the manner prescribed in Rule 23 promulgated under 

the Act (Holding Company Act Release No. 18825), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act 

and the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and consum- | 
ers that said declaration, as amended, be permitted to be- 
come effective: 
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IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions prescrib- 
ed in Rule 24 promulgated under the Act, except that the 
notification under said rule may be filed quarterly with re- 
gard to the commercial paper. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18885/March 25, 1975 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


(70-5351) 


NOTICE OF FILING OF POST-EFFECTIVE AMEND- 
MENT REGARDING INCREASING THE AGGREGATE 
MAXIMUM AMOUNT OF SHORT-TERM INDEBTEDNESS 
AND REQUEST FOR EXCEPTION FROM COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Appalachian Power 
Company (“Appalachian”), an electric utility subsidiary 
company of American Electric Power Company, Inc., a 
registered holding company, has filed with this Commis- 
sion a tenth post-effective amendment to the application 
previously filed in this matter, pursuant to Section 6(b) 
of the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 50(a)(5) promulgated thereunder as 
applicable to the proposed transaction. All interested 
persons are referred to the application as now amended, 
which is summarized below, for a complete statement of 
the proposed transaction. 


By orders dated June 29, 1973, March 29, 1974, June 11, 
1974, July 5, 1974, August 23, 1974, December 31, 1974 
and March 12, 1975 (Holding Company Act Release Nos. 
18015, 18348, 18448, 18480, 18543, 18741, 18742 and 
18860), this Commission, among other things, authorized 
the issuance and sale of short-term notes by Appalachian to 
91 banks in an aggregate amount up to $163,423,000 
outstanding at any one time. At the time of said orders, 
the maximum amount of short-term indebtedness which 
Appalachian could incur at any one time could not exceed 
$175,000,000. 


It is now proposed that Appalachian incur short-term in- 
debtedness in an aggregate amount not to exceed $200,- 


000,000. In no event would the borrowings by Appalachian 
of short-term funds through the issuance and sale of notes 
to banks and commercial paper to dealers in commercial 
Paper exceed the maximum amount allowable both under 
Appalachian’s Articles of Association and the consent 
granted by Appalachian’s Cumulative Preferred stockhold- 
ers permitting an increase in the amount of unsecured 
short-term debt that Appalachian could incur, which max- 
imum amount as of December 31, 1974 was approximately 
$203,000,000. 


Each note payable to a bank to be issued by Appalachian 
will be dated as of the date of the borrowing which it 
evidences and will mature not more than 270 days after 
the date of issuance or renewal thereof. 


Each such note will bear interest no greater than the prime 
rate of commercial banks at the time of issuance or in 
effect from time to time and will be prepayable at any 
time without premium or penalty. It is stated that Ap- 
palachian will not pay any fees or charges to any of the 
banks in connection with the issuance and sale of such 
notes. Sufficient bank balances to meet operating and 
financial needs are kept at such banks to satisfy any com- 
pensating balance requirements in connection with the 
borrowings. If the average of such bank balances were 
maintained solely in order to fulfill the prevailing com- 
pensating balance requirements of such banks, generally 
between 15 and 20%, the effective interest cost to Ap- 
palachian, based on a prime commercial rate of 72%, 
would be 9.1%. 


The commercial paper will be in the form of promissory 
notes in denominations of not less than $50,000 nor 
more than $5,000,000 and will be of varying maturities, 
with no maturity more than 270 days after the date of 
issue; none will be prepayable prior to maturity. The 
commercial paper notes of Appalachian will be sold 
directly to not more than two dealers at a discount not 
in excess of the discount rate per annum prevailing at 
the time of issuance for commercial paper of compar- 
able quality and maturity. No commercial paper notes 
will be issued having a maturity of more than 90 days 
at an effective interest cost which exceeds the effective 
interest cost at which Appalachian could borrow from 
banks. The dealers will reoffer the commercial paper 
notes to not more than 100 of their customers identi- 
fied and designated in a list (nonpublic) prepared in 
advance. It is expected that Appalachian’s commercial 
paper notes will be held by each dealer’s customers to 
maturity, but if the customers wish to resell prior to 
maturity, the dealer, pursuant to a verbal repurchase 
agreement, will repurchase the notes and reoffer them 
to others in its group of 100 customers. 


The proceeds from the issuance and sale of the notes will 
be used by Appalachian to reimburse its treasury for past 
expenditures made in connection with its construction 
program and to pay part of the cost of its future con- 
struction program. Such construction expenditures for 
the year 1975 is estimated to total $140,000,000. The 
application states that, unless otherwise authorized by 

the Commission, all of the short-term debt of Appalachian 
will be retired by December 31, 1975, from internal cash 
resources, debt or equity financing, or cash capital contri- 
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butions. 


Appalachian requests exception from the competitive bid- 
ding requirements of Rule 50 for the proposed issuance 
and sale of its commercial paper pursuant to paragraph 
(a)(5) thereof on the grounds that it is not practicable to 
invite competitive bids for commercial paper. Appalachian 
also requests authority to file certificates under Rule 24 
with respect to the issuance and sale of commercial paper 
on a quarterly basis. 


The Virginia State Corporation Commission has jurisdic- 
tion over the transaction proposed by Appalachian. No 
other state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 18, 1975, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said post-effective amendment to 
the application which he desires to controvert; or he may 
request that he be notified should the Commission order 
a hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request should be ser- 
ved personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the applicant at the above-stated address, 
and proof of service (by affidavit or, in case of an attor- 
ney at law, by certificate) should be filed with the re- 
quest. At any time after said date, the application, as 
now amended or as it may be further amended, may be 
granted as provided in Rule 23 of the General Rules 

and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 

this matter, including the date of the hearing (if order- 
ed) and any postponements thereof. 


For the Commission, by the Division of Corporate Re- 


gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18886/March 25, 1975 


In the Matter of 


UTAH POWER & LIGHT COMPANY 
Salt Lake City, Utah 84110 


(70-5627) 
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ORDER AUTHORIZING ISSUE AND SALE OF COM- 
MON STOCK TO SHAREHOLDERS PURSUANT TO 
DIVIDEND REINVESTMENT PLAN 


Utah Power & Light Company (“Utah”), an electric utility 
company and a registered holding company, has filed a 
declaration and amendments thereto with this Commission 
pursuant to Sections 6(a) and 7 of the Public Utility Hold- 
ing Company Act of 1935 (“Act”), regarding the following 
proposed transaction. 


By order dated January 8, 1973 (Holding Company Act 
Release No. 17847) Utah was authorized to issue and sell 
40,000 shares of its common stock, $12.50 par value 
(“stock”’), to its common stockholders pursuant to a 
Dividend Reinvestment and Stock Purchase Plan (“plan”). 
Under the plan a holder of Utah common stock may elect 
to have his dividends automatically invested in additional 
common stock of Utah. 


Utah now proposes to offer to shareholders who are or 
who become plan participants an additional 200,000 
shares of its authorized but unissued common stock 
under the plan. Utah states that the proposed offering is 
necessary to meet the requirements of plan participants 
resulting from the expected April 1, 1975, dividend pay- 
ment and dividend payments subsequent thereto. In the 
event all 200,000 shares are not sold by Utah within 12 
months from the effective date of the order in this pro- 
ceeding, Utah proposes to seek authority to continue the 
plan with respect to any unsold shares. All 40,000 shares 
originally offered under the plan have been sold, Utah 
states that it does not now propose to amend or supple- 
ment the plan in any way. 


The plan is administered by Zions National Bank of Salt 
Lake City, Utah, a commercial banking institution, the 
“Trustee” appointed by Utah’s board of directors. Under 
the plan a holder of Utah common stock may elect to 
have his dividend automatically invested in additional 
common stock of Utah. Dividends to be so invested in- 
clude dividends received on the shares held by the Trustee 
for the participant’s account. The price of the shares to be 
issued by Utah to the Trustee is determined by the closing 
price of Utah’s common stock on the New York Stock 
Exchange on each dividend payment date. The shares 
purchased by the Trustee are held for the exclusive bene- 
fit of the participants in the plan. 


A participant may at any time withdraw full shares in 

his account under the plan without terminating his parti- 
cipation in the plan. Fractional share interests will be 
paid in cash, based on the closing market price on the day 
the withdrawal or termination request is received by Utah. 
A participating stockholder must affirmatively terminate 
his enrollment in the plan to end his participation and he 
may do so at any time. 


Investment of dividends held under the plan will not be 
made until a period of two weeks has elapsed following 
the dividend payment date. This will allow a participant 
to withdraw from the plan and receive his last dividend 
in cash. Notice of the withdrawal must be received by 
Utah within the two week period for the participant to 
receive the dividend in cash. 
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If a particpant ceases to be a record shareholder, Utah 

will endeavor to secure from him instructions regarding the 
disposition of the shares held for his account under the 
plan. Should Utah be unable to obtain such instructions, 

it may, at its discretion, continue to reinvest the dividends 
on shares so held, until otherwise notified. A quarterly 
statement will be issued to each participating stockhold- 

er indicating the status of his stock interest in the plan. 


Each participant pays a service charge to Utah of three 
(3) percent of the dividend received for investment, up 
to a maximum of two (2) dollars per account for each 
dividend. The service charge is automatically deducted 
from each account, and may, after proper notice to each 
participant, be adjusted up or down to reflect changes in 
the cost of administering the plan. The Trustee is paid a 
fee by Utah from funds received through the service 
charge. There is no broker’s commission charged to par- 
ticipants of the plan. 


The Trustee will not vote any shares held by it under the 
plan. Participants receive a single proxy with respect to 
full shares which they own of record or under the plan. 


Fees and expenses to be incurred in connection with the 
proposed transaction are estimated at $15,000, includ- 

ing legal fees of $3,000 and accountants’ fees of $1,500. 
The Public Service Commission of Wyoming and the Idaho 
Public Utilities Commission have authorized the proposed 
transaction and no other state commission and no federal 
commission, other than this Commission, has jurisdiction 
over the proposed transaction. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 under the Act (Hold- 
ing Company Act Release No. 18833), and no hearing 

has been requested of or ordered by the Commission. 

Upon the basis of the facts in the record, it is found that 
the applicable standards of the Act and the rules there- 
under are satisified and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
declaration, as amended, be permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18887/March 25, 1975 


In the Matter of 


UTAH POWER & LIGHT COMPANY 
1407 West North Temple Street 

P. O. Box 89S 

Salt Lake City, Utah 84110 


(70-5649) 


NOTICE OF PROPOSED ISSUE AND SALE OF COMMON 
STOCK THROUGH NEGOTIATION 


NOTICE IS HEREBY GIVEN that Utah Power & Light 
Company (“Utah”), an electric utility company and a 
registered holding company, has filed a declaration, and 
an amendment thereto, with this Commission pursuant 
to the Public Utility Holding Company Act of 1935 
(“Act’’) designating Sections 6(a) and 7 of the Act as 
applicable to the proposed transactions. All interested 
persons are referred to the declaration, which is sum- 
marized below, for a complete statement of the proposed 
transactions. 


Utah proposes to issue and sell up to 1,200,000 additional 
shares of its common stock, par value $12.80 per share 
through a negotiated offering. If the sale of the stock is 
consummated prior to April 30, 1975, it will be exempt 
from the competitive bidding requirements of Rule 50 
under the Act (Holding Company Act Release No. 18646). 


Proceeds of the sale of the stock will be used by Utah to 
repay commercial paper and short-term borrowings incur- 
red for construction purposes. It is estimated that Utah 
will have $61,000,000 in short-term debt outstanding at 
April 30, 1975. 


It is stated that the Idaho Public Utilities Commission 

and the Public Service Commission of Wyoming have juris- 
diction over the proposed issue and sale of the stock and 
that no other state commission and no federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transaction. Fees and expenses to be incurred in 
connection with the proposed transaction will be supplied 
by amendment. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than April 17, 1975, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said declaration, as amended, 
which he desires to controvert; or he may request that he 
be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, 
D. C. 20549. A copy of such request should be served 
personally or by mail (air mail if the person being served 
is located more than 500 miles from the point of mailing) 
upon the declarant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at law, 
by certifi ate) should be filed with the request. At any 
time after said date, the declaration, as amended, or as it 
may be further amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commis- 
sion may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as 
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it may deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the date 


of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18888/March 25, 1975 


In the Matter of 
NORTHEAST UTILITIES SERVICE COMPANY 


NORTHEAST UTILITIES, et al. 
Hartford, Connecticut 


(37-65) 


ORDER AUTHORIZING PROPOSED SERVICES BY 
SERVICE COMPANY TO NON-ASSOCIATE 


Northeast Utilities (‘Northeast’), a registered holding 
company, together with its subsidiary companies in- 
cluding Northeast Utilities Service Company (‘Service 
Company”), have jointly filed with this Commission a 
post-effective amendment No. 7 to their joint applica- 
tion-declaration, as heretofore amended, regarding the 
organization and conduct of business of Service Com- 
pany, pursuant to Section 13(d) of the Public Utility 
Holding Company Act of 1935 (“Act’’) and Rule 88 
promulgated thereunder regarding the following proposed 
transaction. 


Service Company performs various services at cost to 

its associated companies in the Northeast System. It is 
also authorized to perform for non-associate companies 
services which, except as otherwise authorized by the 
Commission pursuant to a declaration, are limited to dis- 
patching and related services. (See Holding Company Act 
Release No. 15498, June 8, 1966.) 


Service Company proposes to enter into a contract with 
the City of Westfield, Massachusetts, Gas and Electric 
Light Department (“Westfield G&E”’), whereby Service 
Company would perform the necessary engineering and 
related services to design and construct for Westfield 
G&E a bulk substation at Buck Pond Road, Westfield, 
Massachusetts. It is stated that the Buck Pond substation 
will be substantially similar to another substation located 
in Westfield previously owned by Western Massachusetts 
Electric Company (““WMECO”’), an associate company, 
and sold to Westfield G&E in 1972; that Westfield G&E’s 
service area is adjacent to that of WMECO, and its system 
is interconnected with WMECO’s; that performance of 
the proposed services by Service Company will assure 
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the compatability of the Buck Pond substation with the 
interconnecting WMECO facilities; and that the proposed 
contract will promote the more efficient use of Service 
Company’s personnel and resources without additional 
cost to its associate system companies. 


It is expected that the engineering and design work will 
commence immediately and that construction will start 
about June 1, 1977, and be completed about June 1, 
1978. The total cost to Westfield G&E for the proposed 
services of Service Company is estimated at $1,250,000. 
Under the contract, Service Company would bill West- 
field G&E monthly for services performed and those 
expected to be performed in the current month, in 
amounts intended to reimburse Service Company for its 
direct costs together with an additional amount repre- 
senting overhead and profit. It is stated that in view of 
such monthly billings, no borrowings of funds by Ser- 
vice Company in connection with services performed 
under the contract will be necessitated. 


No State or Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transaction. 


Due notice of the filing of said post-effective amendment 
to the application-declaration has been given in the man- 
ner prescribed in Rule 23 promulgated under the Act 
(Holding Company Act Release No. 18837), and no hear- 
ing has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby 
found that’the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public in- 
terest and in the interest of investors and consumers that 
said application-declaration, as amended by said post- 
effective amendment, be granted and permitted to be- 
come effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended by said post-effective amend- 
ment, be, and it hereby is, granted and permitted to be- 
come effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18889/March 25, 1975 


In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 15907 


(70-5621) 
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SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE 
AND SALE OF PREFERRED STOCK 


Pennsylvania Electric Company (“Penelec’’), an electric 
utility subsidiary company of General Public Utilities 
Corporation, a registered holding company, has filed 
with this Commission a post-effective amendment to the 
application previously filed in this matter pursuant to 
Section 6(b) of the Public Utility Holding Company Act 
of 1935 (“Act”) and Rule 50(c) promulgated thereunder 
regarding the following proposed transaction. 


By order dated March 17, 1975 (Holding Company Act 
Release No. 18866), this Commission authorized the 
issuance and sale of up to 350,000 shares of Penelec’s cum- 
ulative preferred stock, par value $100, % Series J by 
competitive bidding. 


Pursuant to its public invitation for bids, Penelec received 
two independent bids, one for 140,000 shares with a di- 
vidend rate of 12.28%, underwriters’ compensation of 
4.48% and a cost to Penelec of 12.86%, and the other for 
250,000 shares with a dividend rate of 11.72%, under- 
writers’ compensation of 4.20% and a cost to Penelec of 
12.23%. Penelec proposes to accept the bid for 250,000 
shares. 


Upon the basis of the facts in the record, it is hereby 

found that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary ; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
application, as amended by said post-effective amendment, 
be granted. 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended by said post-effective amendment, be, and it 
hereby is, granted forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the 
Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18890/March 26, 1975 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 10004 


(70-5615) 


ORDER AUTHORIZING PROPOSED ISSUE AND 
SALE OF COMMON STOCK BY NEGOTIATION 


American Electric Power Company, Inc. (“AEP”), a 
registered holding company, has filed a declaration, and 
amendments thereto, with this Commission pursuant to 
Sections 6(a) and 7 of the Public Utility Holding Company 
Act of 1935 (“Act”), regarding the following proposed 
transaction. 


AEP proposes to issue and sell 10,000,000 additional shares 
of its common stock, $6.50 par value (“stock”) by a nego- 
tiated offering through an underwriting group managed 

by Merrill Lynch, Pierce, Fenner & Smith, Inc.; Blyth East- 
man Dillon Co., Inc.; Lehman Brothers, Inc.; E. F. Hutton 
& Company, Inc.; Paine Webber, Jackson & Curtis, Inc. 
and Dean Witter & Co., Inc. AEP publicly announced on 
January 28, 1975, its plans to sell the stock and plans to 
consummate the sale prior to April 30, 1975, thus ex- 
empting the sale from the competitive bidding require- 
ments of Rule 50 under the Act (Holding Company Act 
Release No. 18646). 


Proceeds of the sale of the stock will be used by AEP to 
repay short-term borrowings and to make investments 

in its subsidiary companies through capital contributions 
or purchase of the subsidiaries’ common stock. It is ex- 
pected that at the time of the sale of the stock AEP will 
have outstanding short-term unsecured indebtedness in an 
aggregate amount not exceeding $150,000,000. 


The stock is to be initially offered to the public at $16.375 
per share the net proceeds to AEP of $15.515 per share, 
resulting in an underwriting discount of $.86 per share or 
5.25% of the initial public offering price. The last sale 
price of the AEP common stock on the New York Stock 
Exchange on March 25, 1975, was $16.375 per share and 
the closing bid and asked prices for the stock on that ex- 
change were $16.375 and $16.50, respectively. 


Fees and expenses to be incurred in connection with the 
proposed transaction are estimated at $345,000, includ- 
ing the legal fees of $30,000 and accountants’ fees of 
$30,000. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 under the Act (Hold- 
ing Company Act Release No. 18815), and no hearing 
has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is found that 
the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and 
in the interest of investors and consumers that said de- 
claration, as amended, be permitted to become effective 
forthwith. 


IT iS ORDERED, accordingly, pursuant to the applicable 
provisions of the Act and rules thereunder, that said de- 
claration, as amended, be and it hereby is permitted to 
become effective forthwith, subject to terms and condi- 
tions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18891/March 26, 1975 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 46801 


(70-5635) 


ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS IN A NEGOTIATED PRIVATE 
PLACEMENT 


Indiana & Michigan Electric Company (“1&M"’), an elec- 
tric utility subsidiary company of American Electric Pow- 
er Company, Inc. (“AEP”), a registered holding company, 
has filed an application and an amendment thereto with 
this Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”) and Rule 50(a)(2) promul- 
gated thereunder regarding the following proposed trans- 
action. 


1&M proposes to issue and sell $15,000,000 principal 
amount of its First Mortgage Bonds (“Bonds”), 10% 
Series due March 1, 1985 to the Metropolitan Life Insur- 
ance Company, New York, New York. The terms of the 
Bonds preclude |&M from redeeming any such Bonds 
prior to March 1, 1980, if such redemption is for the 
purpose of refunding such Bonds with proceeds of funds 
borrowed at a lower effective interest cost. The optional 
redemption price of the entire issue will be 110% of the 
principal amount during the first five years (on or be- 

fore March 1, 1980), with the redemption price decreas- 
ing 1% annually for the following four years to 106% 

of the principal amount (by March 1, 1984) and there- 
after at 100% of the principal amount during the twelve 
months before March 1, 1985. The Bonds will also in- 
clude a sinking fund pursuant to which 1&M will be re- 
quired to retire 5% of the Bonds annually beginning March 
1, 1977. The Bonds will be issued under and secured by 
the Mortgage and Deed of Trust, dated as of June 1, 1939, 
to Irving Trust Company (‘’Trustee”), and a new Indenture 
Supplemental thereto (the “Supplemental Indenture’”’) 
which will be dated as of March 1, 1975. No finder’s fee 

is to be paid to any third party in connection with the 
proposed transaction for negotiating the transaction. 


The proceeds of the offering will be used to retire $15,- 
000,000 principal amount of 8%% Series Bonds, due 
April 1, 1975. 


1&M states that the issuance of the Bonds will be exempt 
from the competitive bidding requirements of Rule 50 
pursuant to paragraph (a)(2) thereof as the Bonds will 
have a maturity of less than ten years, will be issued to an 
institutional investor, are not for resale to the public, and 
no finder’s fee or other fee, commission or renumeration 
is to be paid on connection therewith to any third party 
for negotiating the transaction. 


The Public Service Commission of Indiana and the Mich- 
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igan Public Service Commission have authorized the pro- 
posed issuance and sale of the New Bonds, and no other 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
action. The record is incomplete as to the fees and.expen- 
ses to be incurred in connection with the proposed trans- 
action. 


Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 under the Act (Hold- 
ing Company Act Release No. 18839), and no hearing 
has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is found that 
the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is in the public interest and in the inter- 
est of investors and consumers that said application, as 
amended, be granted: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted effective 5:30 
p.m. Eastern Daylight Savings Time this date; subject to 
the terms and conditions prescribed in Rule 24 promul- 
gated under the Act and further subject to the reservation 
of jurisdiction ordered below. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved over the fees and expenses to be paid 
or incurred by 1&M in connection with the proposed 
transaction. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18892/March 26, 1975 


In the Matter of 


THE SOUTHERN COMPANY 
SOUTHERN SERVICES, INC. 
Atlanta, Georgia 


(70-5619) 


ORDER APPROVING PROPOSAL BY SERVICE COM- 
PANY TO PLACE FIRST LIEN ON OFFICE BUILDING 
AND OF GUARANTY BY HOLDING COMPANY OF 
OBLIGATION THEREUNDER; EXCEPTION FROM 
COMPETITIVE BIDDING 


The Southern Company (“Southern”), a registered hold- 
ing company, and Southern Services, Inc. (““SSI"’), a 
wholly-owned non-utility subsidiary, have filed an 
application-declaration, and an amendment thereto, 
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with this Commission pursuant to Sections 6(a), 7 and 12 
(b) of the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 45 and 50(a)(5) promulgated there- 
under as applicable to the following proposed transac- 
tions. 


SS!, which conducts business as a service company for 

the Southern system, maintains its offices in a building 

in Birmingham, Alabama. Construction costs of the build- 
ing were financed through indebtedness incurred pursuant 
to Commission authorization. (See Holding Company Act 
Release No. 17780, November 27, 1972). The currently 
outstanding principal amount of such indebtedness is $11,- 
640,000. In order to prepay this indebtedness, SS! pro- 
poses to place a first mortgage on its office building to se- 
cure a loan for $12,000,000. 


It is proposed that the mortgage loan will be for a term 

of 35 years, will bear interest at 9-3/4% per annum, and 
will be payable in equal annual installments of $1,210,- 
800. SSI will have the option to prepay the loan at any 
time at the principal amount thereof plus a 10% premium 
if prepaid in years one through five, 7% in years six through 
ten, 3% in year eleven, and thereafter at a premium declin- 
ing at the rate of 1/2 of 1% each year to a minimum of 1% 
if prepayment is made in the fifteenth year or thereafter. 
It is expected that the proposed arrangements will afford 
the mortgage lender a right of first refusal to provide per- 
manent financing for any expension of the office building. 


It is stated that Jackson Company, a mortgage banker do- 
ing business in Alabama, will act as an intermediary lend- 
er in connection with the mortgage loan. Upon consum- 
mation of the proposed transaction, the loan will be sold 
to the New York State Teachers’ Retirement System. 
Southern has agreed to indemnify Jackson Company for 
any liability the latter may suffer as a result of acting as 
intermediary lender. 


The amended application-declaration states that SS! soli- 
cited proposals from other lenders, including an insurance 
company, four mortgage bankers and two realtors. The 
various financial institutions were invited to develop both 
mortgage and sale/leaseback proposals. In all, seven mort- 
gage and eleven sale/leaseback proposals were received 
and evaluated by SSI. On the basis of various relevant 
factors, the applicants-declarants have determined that 
the proposal herein set forth is the most economical and 
advantageous to Southern and SSI. Accordingly, SSI re- 
quests that the proposed transaction be excepted from 
the competitive bidding requirements of Rule 50 pursu- 
ant to clause (a)(5) thereof inasmuch as the proposed 
transaction does not lend itself as a practical matter to 
competitive bidding, and because the procedures em- 
ployed by SSI in soliciting competitive proposals assured 
the maintenance of competitive conditions. 


As an inducement for the proposed loan to SSI, Southern 
Proposes to unconditionally guarantee the performance 
by SSI with respect to SSI’s obligations under the mort- 
gage. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application-declaration, as 
amended, has been given in the manner prescribed in Rule 
23 promulgated under the Act (Holding Company Act Re- 
lease No. 18813), and no hearing has been requested of 

or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable stand- 
ards of the Act and the rules thereunder are satisfied and 
that no adverse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of investors 
and consumers that said application-declaration, as amend- 
ed, be granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18893/March 27, 1975 


in the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 


IROQUOIS GAS CORPORATION 
PENNSYLVANIA GAS COMPANY 
UNITED NATURAL GAS COMPANY 
NFG GAS CORPORATION 


(70-5344) 


ORDER RELEASING JURISDICTION OVER FEES 
AND EXPENSES 


By orders dated July 5, 1974 and July 15, 1974, the 
Commission authorized National Fuel Gas Company (“Na- 
tional Fuel’), a registered holding company, and its sub- 
sidiary companies named above to carry out the proposed 
transactions comprising a plan and amendments thereto 
(“Plan”), for an extensive realignment of the National 
Fuel Gas Company holding company system. Jurisdic- 
tion was reserved with respect to fees and expenses, and 
the accounting and allocation thereof, in connection with 
the Plan. A detailed summary of the Plan is set forth in 
Holding Company Act Release Nos. 18484 and 18499, 
under the above respective dates. 


National Fuel has now submitted a statement of such 
fees and expenses, aggregating $1,044,895, as follows: 
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Counsel: Fees and disbursements 





of outside counsel $ 327,631 

Engineering: Service charges and dis- 

bursements for engineering studies in 

connection with reorganization evalu- 

ation and preparation of filings with 

regulatory commissions 294,523 

Taxes: State sales taxes and taxes 

payable on real property (estimated) 243,559 

Fees to regulatory commissions 154,710 

Proxy printing and solicitation 24,474 
Total: 1,044 895 


The transactions comprising the Plan were carried out on 
July 15, 1974; the counsel arid engineering fees and ex- 
pefses set out above cOver services rendered over a period 
extending from 1971 to 1974. 


Of the total $1,044,895 fees and expenses, $94,011 have 
been or are to be charged to National Fuel; $649,166 to 
the new distribution subsidiary, National Fuel Gas Dis- 
tribution Corporation (“Distribution Corp."’); and 
$301,717 to the pipeline and supply subsidiary, National 
Fuel Gas Supply Corporation (“Supply Corp.”’). Subject 
to approval of the companies’ auditors, these fees and 
expenses are t6 be capitalized. It is stated that the New 
York Public Service Commission and the Federal Power 
Commission Nave accepted the proposed allocations to 
Distribution Corp. and Supply Corp., respectively. 


Upon the basis of the facts in the record, it is hereby found 
that said fees and expenses, and the accounting and alloca- 
tion thereof, are for necessary and appropriate purposes 
and are reasonable; and that jurisdiction heretofore re- 
served in this matter should be released. Accordingly, 


IT 18 ORDERED that the jurisdiction heretofore reserved 
with respect to said fees and expenses and the accounting 
and allocation thereof be, and it hereby is, released. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 8722/March 21, 1975 
In the Matter of 


AETNA VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 


VARIABLE ANNUITY ACCOUNT B OF AETNA 
VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 


VARIABLE ANNUITY ACCOUNT C OF AETNA 
VARIABLE LIFE INSURANCE COMPANY 


and 


AETNA VARIABLE FUND, INC. 
151 Farmington Avenue 
Hartford, Connecticut 06115 


(812-3681) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 17(b) OF THE 
ACT EXEMPTING A SERIES OF PROPOSED TRANS.- 
ACTIONS FROM SECTION 17(a) OF THE ACT, PUR- 
SUANT TO SECTION 11(a) TO PERMiT CERTAIN 
OFFERS OF EXCHANGE AND PURSUANT TO SEC- 
TION 6(c) FOR EXEMPTIONS FROM SECTIONS 
10(a), 10(b)(2), 14(a), 15(a), 15(b), 15(c), 16(a), 
32(a)(1) AND 32(a)(2) OF THE ACT 


NOTICE IS HEREBY GIVEN that AEtné Variable Annuity 
Life Insurance Company (“AEtna Variable”), which was 
formerly named Participating Annuity Life Insurance 
Company, and which is a stock life insurance company 
organized under the laws of Arkansas and registered under 
the Investment Company Act of 1940 (the ““Act’’) as an 
open-end diversified management investment company, 
Variable Annuity Account B of AEtna Variable (““Non- 
Tax Sheltered Account”), and Variable Annuity Account 
C of AEtna Variable (“Tax Sheltered Account”) (togeth- 
er the “Registered Annuity Accounts”), both separate 
accounts registered under the Act as unit investment 
trusts, and AEtna Variable Fund, Inc. (“Fund”), regis- 
tered under the Act as an open-end diversified manage- 
ment investment company, (“Applicants”) filed an ap- 
plication on August 16, 1974 and amendments thereto 
on January 20, 1975, February 26, 1975, and February 
28, 1975, for an order (1) pursuant to Section 17(b) of 
the Act to exempt from Section 17(a) of the Act a series 
of proposed transactions, (2) pursuant to Section 11 (a) 

to permit certain offers of exchange and (3) pursuant 

to Section 6(c) of the Act exempting all or some of the 
Applicants, to the extent noted below, from the provi- 
sions of Sections 10(a), 10(b)(2), 14(a), 15(a), 15(b), 
15(c), 16(a), 32(a)(1) and 32(a)(2) of the Act, all in 
connection with a proposed realignment of AEtna Var- 
iable’s variable annuity and variable life insurance opera- 
tions (the “realignment program”). 


AEtna Variable, a wholly owned subsidiary of AEtna 
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Life and Casualty Company (““AEtna Life”), is princi- 
pally engaged in the business of selling variable annuity 
contracts and is registered under the Act in order to 
conduct these variable annuity operations. In order to 
sell the registered variable contracts, AEtna Variable 

is also registered as a broker-dealer under the Securities 
Exchange Act of 1934 (the “1934 Act’). At the pre- 
sent time, AEtna Variable has two variable annuity 
separate accounts, Variable Annuity Account A (“Ac- 
count A”) and Variable Annuity Account B (“Account 
B”), and two variable life insurance separate accounts, 
Variable Life Account A ("Life A”) and Variable Life 
Account B (“Life B’’), which were established for the 
purpose of segregating all assets attributable to variable 
contracts from the genera! assets of AEtna Variable 
which are held in its general account. The variable 
annuity separate accounts invest their assets in a port- 
folio of securities, primarily equity investments such 

as common stock. As an internally managed invest- 
ment company, AEtna Variable performs all invest- 
ment functions for its variable annuity separate ac- 
counts. 


Account B, the most significant separate account, has 
been used for substantially all variable annuity con- 
tracts issued by AEtna Variable since December 1, 
1964. As of December 31, 1974, the reserves for such 
contracts aggregated approximately $240 million, and 
during 1974 purchase payments amounted to approxi- 
mately $96 million. 


Applicants represent that AEtna Variable’s unitary ap- 
proach to registration, i.e., where the insurance com- 
pany itself is registered under the Act as an investment 
company, as opposed to the approach whereby a life 
insurance company’s separate account is the entity re- 
gistered under the Act, has been a source of many prob- 
lems in that insurance activities have remained subject 
to regulation that was designed primarily for investment 
operations of companies in the securities business. Ap- 
plicants state that, as AEtna Variable expands its insur- 
ance activities, regulation under the Act becomes in- 
creasingly burdensome and impedes AEtna Variable’s 
ability to perform its administrative and investment 
functions smoothly and efficiently. Applicant is the last 
life insurance company which is itself registered as an 
investment company. 


It is further stated by Applicants that, under the 
unitary form of registration under the Act, AEtna 
Variable has been required to extend voting rights 
to its variable annuity contract owners. Presently, 
AEtna Variable’s voting arrangements are such 
that AEtna Life, as the common stockholder, and 
the variable annuity contract owners are entitled 
to vote on all matters submitted to security hold- 
ers. As a result, AEtna Life is entitled to vote on 
matters relating to separate account operations, 
and variable annuity contract owners are entitled 
to vote on matters not relating to separate account 
operations. 


Applicants propose a realignment program of 
AEtna Variable’s present operations and mode 
of registration under the Act so as to conform 


with other life insurance companies engaged in 
variable annuity operations. This principally entails 
the substitution of separate accounts of AEtna Vari- 
able as the entitites registered under the Act instead 
of AEtna Variable, the insurance company, itself. In 
this way, Applicants expect to be able to avoid the 
difficulties posed by the regulation of non-invest- 
ment company business and the complex voting 
arrangements. With the deregistration of AEtna 
Variable, following the registration of its separate 
accounts, non investment company activities will 

no longer be subject to regulation under the Act. 
Furthermore, at that time it will no longer be man- 
datory for AEtna Variable to extend voting rights 
to its variable annuity contract owners with respect 
to all matters upon which stockholders of AEtna Var- 
iable are entitled to vote. 


Under the realignment program AEtna Variable: 

(1) has established three new separate accounts, 
two of which, the Registered Annuity Accounts, 
were established on July 16, 1974 pursuant to the 
laws of Arkansas, and are registered under the Act 
as unit investment trusts; (2) has caused the incor- 
poration of the Fund in Maryland on July 16, 1974, 
and registered it under the Act as an open-end diver- 
sified management investment company. The Fund 
is a no-load fund. 


The Registered Annuity Accounts will succeed to the oper- 
ations of Account B. This will be achieved by transferring 
the assets of Account B to the Fund in exchange for Fund 
shares, issued without sales charge, which Fund shares 

will be transferred to the Registered Annuity Accounts, 
unit investment trusts, in direct proportion to the value 

of the contracts funded in such accounts. These Regis- 
tered Annuity Accounts will at implementation and 
initially thereafter invest solely in shares of the Fund al- 
though at some future time an additional mutual fund 
may be available and contract owners would then be able 
to elect whether to have their investments accumulated in 
Fund shares, in shares of the other funding medium, or in 
a combination of both. 


The Fund was organized by AEtna Variable for pur- 
poses of the realigninent program. No shares of the 
Fund are presently outstanding, and no shares will be 
issued prior to implementation of the realignment pro- 
gram. At present, shares of the Fund may be sold only 
to AEtna Variable for allocation to its separate accounts. 
The Fund has investment objectives, policies and re- 
strictions which are substantially the same as those 

now applicable to Account B. 


AEtna Variable will act as investment adviser to the Fund 
and for this purpose will register under the Investment Ad- 
visers Act of 1940. Under a management agreement between 
AEtna Variable and the Fund, AEtna Variable will receive 
an investment advisory fee from the Fund deducted from 
the Fund’s daily net asset value at a rate equivalent to ap- 
proximately .44% on an annual basis. At present, variable 
annuity contracts provide for deductions from the current 
value of the respective contract for investment expenses, 
mortality risks, expense risks and income taxes expenses. 
The total deduction varies with the type of contract invol- 
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ved, but the investment expenses account for .44%, an 
amount equal to the investment advisory fee to be paid by 
the Fund to AEtna Variable. Applicants state that should 

the investment advisory fee change AEtna Variable will ad- 
just the component charges of the deduction from the cur- 


rent value of variable annuity contracts, to the extent neces- 


sary, so that regardless of the amount paid by the Fund for 
investment advisory services, the total respective deduc- 
tion mentioned above will remain unchanged. 


After the realignment program goes into effect, 
AEtna Variable will request to be dereigstered 
under the Act but will continue to be regulated 
under state insurance laws as a life insurance 
company. 


All expenses attributable to the realignment 
program will be borne by the gneral account of 
AEtna Variable or by AEtna Life. 


The realignment program has been approved by 
the board of directors of AEtna Variable. Like- 
wise, on August 16, 1974, the realignment pro- 
gram was approved by the voting security hold- 
ers of AEtna Variable. At that time the security 
holders also approved an amendment to AEtna 
Variable’s charter which (a) limits voting rights 
in AEtna Variable to the stockholders, effective 
upon the filing of the deregistration order with 
the Arkansas Insurance Commissioner, and (b) 
authorizes the grant to participants in any sepa- 
rate account of AEtna Variable registered with 
the Commission as a unit investment trust the 
right to instruct AEtna Variable as to the voting 
of shares of any management investment com- 
pany held in such account. 


To effectuate the realignment program discussed 
above, Applicants request exemptions from the 
following provisions of the Act to the extent 
noted below: 


Section 17(a) 


Pursuant to Section 17(b) of the Act, Applicants request 
an exemption from Section 17(a) of the Act to permit, 

in connection with the realignment program, the trans- 
actions whereby AEtna Variable will sell the assets of 
Account B to the Fund, the Fund will purchase the assets 
of Account B from AEtna Variable, the Fund will sell its 
own shares to AEtna Variable, AEtna Variable may be 
deemed to be selling Fund shares to the Registered An- 
nuity Accounts, and the Registered Annuity Accounts 
may be deemed to be purchasing Fund shares from AEtna 
Variable. 


Applicants submit that the terms of the proposed transac- 
tions, including the consideration to be paid or received, 
are reasonable and fair and do not involve overreaching on 
the part of any person concerned, and that the proposed 
transaction is consistent with the policy of each regis- 
tered investment company concerned and with the gen- 
eral purposes of the Act. It is stated by Applicants that 
the purposes and results of the proposed transactions are 
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and will be essentially changes in form to permit AEtna 
Variable to alter its pattern of registration under the 
Act. 


Section 11 


Applicants state that the change in entities through which 
variable annuity contracts are funded whereby the Regis- 
tered Annuity Accounts will succeed to the operations of 
present Account B may involve the exchange, at net asset 
value, of securities of registered unit investment trusts, 
contracts funded in the Registered Annuity Accounts, for 
the securities of another investment company, contracts 
funded in AEtna Variable’s Account B, and, accordingly, 
come within the provisions of Section 11(c) of the Act. 
Applicants, therefore, request approval of the terms of 
the offer of exchange pursuant to Section 11(a). It is re- 
peated by Applicants, that the exchange involved is one 
essentially of form, not substance, and will effect only a 
change in the manner the assets ultimately supporting 
the variable annuity contracts are held. 


Section 14(a) 


The Fund, and the Registered Annuity Accounts each will 
have assets substantially in excess of $100,000 when the 
realignment program is implemented. The Fund and the 
Registered Annuity Accounts will have no assets prior to 
that date. Though no shares of the Fund and no contracts 
issued by the Registered Annuity Accounts will be sold 
prior to implementation, the process of implementation, 
whereby the Fund will issue its shares in return for assets 
and liabilities of Account B and the Registered Annuity 
Accounts will fund variable annuity contracts in return 
for Fund shares received, may not satisfy the provisions 
of Section 14(a) of the Act. 


Applicants seek an exemption from Section 14(a) to per- 
mit the implementation of the realignment program where- 
by the Fund will issue its own shares and the Registered 
Annuity Accounts will fund variable annuity contracts 
without either company having $100,000 paid in by 25 
or fewer persons. Applicants state that the exemption is 
appropriate here because the Fund and the Registered 
Annuity Accounts are merely a substitution for the ex- 
isting Account B and are being utilized to achieve a 
change in the pattern of registration of the variable an- 
nuity operations of AEtna Variable. 


Section 15(b) 


The by-laws of the Fund presently provide that Fund 
shares may be sold only to AEtna Variable for allocation 
to its separate accounts. To the extent that AEtna Vari- 
able may be deemed an underwriter of Fund shares, the 
Fund and AEtna Variable request an exemption from 
Section 15(b) so that AEtna Variable need not enter 

into a written underwriting contract with the Fund. The 
sales of Fund shares will be made at net asset value. There 
is no present intention of offering the shares of the Fund 
directly to the public. 
































Section 10(a), 10(b)(2) 


The original board of directors of the Fund, named by the 
incorporator of the Fund, consisted of the ten persons who 
presently constitute the board of directors of AEtna Vari- 
able. The present board of directors of the Fund contains 
five persons, all of whom were former members of the 
Fund’s board and are members of the board of directors 

of AEtna Variable, and therefore are all interested persons 
of the Fund as well as AEtna Variable, to the extent it is 
deemed to be a principal underwriter of shares of the Fund. 
Of the five, three are not interested persons of AEtna Vari- 
able, as an investment company. Applicants represent that 
when AEtna Variable receives a deregistration order, which 
is expected to occur within one year after the implementa- 
tion date, these three persons will resign as directors of 
AEtna Variable but will retain their positions as directors 
of the Fund. At that point, a majority of the board of di- 
rectors of the Fund will be persons who are not interested 
persons of the Fund or of AEtna Variable, to the extent it is 
deemed to be a principal underwriter of shares of the Fund. 


The Fund requests an exemption from the provisions of 
Section 10(a) and 10(b)(2) of the Act to permit it to 

have a board of directors all of the members of which 

are interested persons of the Fund or AEtna Variable, to 
the extent it is deemed to be a principal underwriter of 
shares of the Fund, from the date the Fund was registered 
until the date of the order of deregistration of AEtna Vari- 
able. It is stated by the Fund that the board of directors 
to be exempted is necessary to provide continuity in the 
management of assets funding the variable annuity con- 
tracts issued by AEtna Variable and to permit the Fund 
and the Registered Annuity Accounts to operate in a 
manner that conforms substantially to the present oper- 
ation of Account B. 


Section 15(c), 32(a)(1) 


Applicants state that the original ten member board of 
directors of the Fund approved an investment advisory 
agreement with AEtna Variable and selected Peat, Mar- 
wick, Mitchell & Co., which is the independent public 
accountant for AEtna Variable including its separate 
accounts, as the independent public accountant for the 
Fund. All members of that board and of the present five 
member board, as directors also of AEtna Variable, 

were and are interested persons of AEtna Variable, as 

an investment adviser to the Fund, and the Fund. Appli- 
cants state that at the date of the order of deregistra- 
tion of AEtna Variable three of the present directors 
will resign as directors of AEtna, Variable. Thereafter 

a majority of the board of directors of the Fund will 

be persons who are not interested persons of AEtna 
Variable, as an investment adviser to the Fund, or the 
Fund itself. Subsequent to that time and prior to the 
first meeting of stockholders of the Fund, which shall 
take place within one year after the implementation date, 
the directors of the Fund who are not interested persons 
will take the action called for by Sections 15(c) and 32 
(a)(1) of the Act with respect to the approval of the in- 
vestment advisory agreement and the selection of the in- 
dependent public accountant. 






The Fund requests an exemption from these provisions to 
permit AEtna Variable to act as investment adviser to the 
Fund and to permit the independent public accountant to 
act as such from the date the Fund was registered under the 
Act until the time the Fund complies with Section 15(c) 
and 32(a}(1), as described above. Again, the Fund states 
the exemption is necessary to permit the Fund and the 
Registered Annuity Accounts to operate in a manner 

that conforms substantially to the present operation of 
Account B. 


Section 15(a), 16(a), and 32(2)(2) 


Since there will be no shares of the Fund outstanding 
prior to the date the realignment program is implemented, 
there will be no opportunity for stockholder approval of 
the investment advisory agreement, the election of direc- 
tors or ratification of the selection of an independent pub- 
lic accountant. The Fund and AEtna Variable request an ex- 
emption from Section 15(a), and the Fund reauests an ex- 
emption from 16(a) and 32(a)(2) to permit AEtna Vari- 
able to act as investment adviser to the Fund and to per- 
mit the Fund's directors and independent public account- 
ant to act as such from the date the Fund was registered 
under the Act until the first meeting of stockholders of 
the Fund after the date the realignment program is imple- 
mented, which meeting shall take place within one year 
after such implementation date, unless extended by Com- 
mission order. The exemption is necessary to allow the 
Fund to operate normally until shareholder voting can 

be held. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or uncondition- 
ally exempt any person or transaction from any provision 
of the Act or of any rule or regulation thereunder, if and 
to the extent that such exemption is necessary or appro- 
priate in the public interest and consistent with the pro- 
tection of investors and the pruposes fairly intended by 
the policy and provisions of the Act. 


NOTICE !S FURTHER GIVEN that any interested per- 
son may, not later than April 15, 1975, at 5:30 p.m., 
submit to the Commission in writing a request for a hear- 
ing on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and 

the issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest shall be served personally or by mail (air mail if 

the person being served is located more than 500 miles 
from the point of mailing) upon Applicants at the address 
stated above. Proof of such service (by affidavit, or in case 
of an attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule 0-5 

of the Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued as of 
course following April 15, 1975, unless the Commission 
thereafter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive any 
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notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8723/March 25, 1975 


In the Matter of 


NEUWIRTH FUND, INC 
NEUWIRTH CENTURY FUND, INC. 


WOOD, STRUTHERS & WINTHROP MANAGEMENT 
CORPORATION 

20 Exchange Place 

New York, New York 10005 


(812-3694) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS FROM THE PROVISIONS 
OF SECTION 15(a) OF THE ACT 


Neuwirth Fund, Inc. (“Neuwirth”), an open-end, diversi- 
fied management investment company registered under 
the Investment Company Act of 1940 (the ““Act”’), Neu- 
wirth Century Fund, Inc. (“Century”), an open-end, 
non-diversified management investment company regis- 
tered under the Act, (collectively the ““Funds”), and 
Wood, Struthers & Winthrop Management Corp. (Wood, 
Struthers”), an investment adviser, as defined by the 
Investment Advisers Act of 1940, (collectively the 
“Applicants”), filed an application on September 10, 
1974 and amendments thereto on November 14, 1974, 
January 21, 1975, and February 5, 1975, pursuant to 
Section 6(c) of the Act, for an order of the Commission 
exempting the Applicants from the provisions of Section 
15(a) of the Act to permit (1) Wood, Struthers to pro- 
vide portfolio management and administrative services 
to the Funds on a lower of cost or fee basis prior to ap- 
proval by the Funds’ shareholders of respective invest- 
ment advisory contracts (‘New Contracts”) between 

the Funds and Wood, Struthers and (2) retroactive pay- 
ments of advisory fees, less previously reimbursed costs 
and expenses, by the Funds to Wood, Struthers for ser- 
vices as an interim investment adviser conditioned on 
approval of such retroactive payment by the sharehold- 
ers of the respective fund concerned. 


On February 21, 1975 a notice was issued (Investment 
Company Act Release No. 8684) of the filing of the 
application. The notice gave interested persons an oppor- 
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tunity to request a hearing and stated that an order dis- 
posing of the application might be issued on the basis 
of the information stated therein unless a hearing should 
be ordered. No request for a hearing has been filed and 
the Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested retroactive exemption, pursu- 
ant to Section 6(c) of the Act, from the provisions of 
Section 15(a) of the Act to the extent noted below is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. 


IT iS ORDERED, pursuant to Section 6(c) of the Act, 
that Applicants be, and they hereby are, exempted from 
the provisions of Section 15(a) of the Act te the extent 
necessary to permit Wood, Struthers to provide invest- 
ment advisory services to the Funds on a lower of cost 
or fee basis from August 15, 1974 to the date of the 
Funds’ respective 1974 annual meetings of stockholders, 
expected to be held on or before March 31, 1975, at 
which time the stockholders will approve or disapprove 
investment advisory contracts with Wood, Struthers; 
and 


IT iS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that Applicants be, and they hereby are, 
exempted from the provisions of Section 15(a) of the 
Act to the extent necessary to permit retroactive pay- 
ments to Wood, Struthers by the Funds of amounts 
equal to the fees that would have been paid by the Funds 
under the New Contracts if they had been in effect when 
Wood, Struthers commenced rendering advisory services, 
less any previous payments to Wood, Struthers for its 
costs and expenses, conditioned on approval of such 
retroactive payment by the shareholders of the respec- 
tive fund concerned. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8724/March 24, 1975 


In the Matter of 


ALPEX COMPUTER CORP. 
37 Executive Drive 
Danbury, Connecticut 06810 


(812-3737) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR EXEMPTION FROM 





























SECTIONS 30(a), (b) AND (d) OF THE ACT AND THE 
RULES AND REGULATIONS THEREUNDER 


NOTICE !S HEREBY GIVEN that Alpex Computer 
Corp. (“Applicant”), a closed-end, non-diversified 
management investment company registered under 

the Investment Company Act of 1940 (“Act”), filed 

an application on December 13, 1974, and an amend- 
ment thereto on March 5, 1975, pursuant to Section 
6(c) of the Act for an order of the Commission ex- 
empting Applicant from the provisions of Sections 
30(a), (b) and (d) of the Act and the rules and regu- 
lations thereunder for the period ending December 31, 
1975. All interested persons are referred to the applica- 
tion on file with the Commission for a statement of the 
representations contained therein, which are summarized 
below. 


Applicant states that, from its organization through 
March, 1970, it was directly engaged, and from April, 
1970, until July, 1973, it was engaged through Pitney 
Bowes-Alpex, Inc. (“PBA*’), a 50% owned subsidiary, 
in the business of developing, manufacturing and sell- 
ing Sales Point information Computing Equipment 
(“SPICE”). Applicant states that such equipment which 
was developed by its President, Norman Alpert, was de- 
signed to provide retail stores with computerized sys- 
tems for recording and updating sales credit and inven- 
tory information. Applicant further states that in July, 
1973, Pitney-Bowes, Inc. (“PB”), Applicant's joint 
venturer in PBA, exercised a stock option which re- 
sulted in a reduction of Applicant's stock ownership 

in PBA from 50% to approximately 36%. Prior to 

July, 1973, Applicant's officers served as President or 
Chairman of the Board and Chief Executive Officer, 
Vice Presidents, Treasurer and Secretary of PBA; and 

at least 50% of PBA’s Board of Directors were Appli- 
cant’s nominees. After July, 1973, as a consequence 

of PB obtaining a majority equity interest in PBA, only 
two of PBA’s nine directors were Applicant’s nominees. 
Applicant also states that, on November 12, 1973, the 
Board of Directors of PBA voted, over the objections of 
Applicant's representatives, to wind up the operations 
of PBA. 


Applicant additionally states that, on September 30, 
1974, it completed an exchange offer involving approxi- 
mately $3,700,000 principal amount of its 72% Deben- 
tures, which require semi-annual interest payaments, for 
new 9% Debentures, which permit the accrual and defer- 
ral of interest for a period up to five years. A primary 
purpose of the exchange offer was to permit Applicant 
to devote its limited financial resources to other corpor- 
ate purposes, including, but not limited to, the further 
development of a line of products for use primarily in 
the leisure field. 


Section 30(a) of the Act requires every registered invest- 
ment company to file annually with the Commission 
such information, documents, and reports as investment 
companies having securities registered on a national se- 
curities exchange are required to file annually pursuant 
to Section 13(a) of the Securities Exchange Act of 

1934 (“Exchange Act”) and the rules and regulations 
thereunder. Section 30(b) of the Act requires every 


registered investment company to file with the Commis- 
sion (1) such information and documents, other than fi- 
nancial statements, as the Commission may require, on 
a semi-annual or quarterly basis, to keep reasonably cur- 
rent the information and documents contained in the re- 
gistration statement of such company, and (2) copies of 
every periodic or interim report or similar communica- 
tion containing financial statements and transmitted to 
any class of such company’s security holders, not later 
than 10 days after such transmission. Section 30(d) of 
the Act requires every registered investment company to 
transmit to its stockholders, at least semi-annually, cer- 
tain financial reports as of a reasonably current date, as 
prescribed by the Commission. 


Applicant states that since its initial offering of securi- 

ties in 1968 it has been subject to, complied with and 
continues to comply with the financial reporting and proxy 
rules promulgated under the Exchange Act, and that all 
significant developments concerning Applicant have been 
made available to the public through press releases. 


Applicant estimates that it would cost approximately 
$10,000 to $15,000 to comply with the financial re- 
porting provisions of the Act during its fiscal year end- 
ing December 31, 1975. Applicant also states that its 
assets and income will be devoted to general corporate 
purposes and to the development of a line of products 
described above. Applicant further states that, since this 
product line presently being developed should be com- 
pleted within its current fiscal year ending December 31, 
1975, at which time Applicant would not be deemed to 
be an investment company under the Act, it is limiting its 
request for exemption from the financial reporting re- 
quirements of Sections 30(a), (b) and (d) of the Act and 
the rules and regulations thereunder to the period ending 
December 31, 1975. In support of its request for exemp- 
tion, Applicant has agreed to hold only “government se- 
curities” as that term is defined in Section 2(a)(16) of 
the Act and has agreed not to invest, reinvest or trade in 
“investment securities” as that term is defined in Section 
3(a)(3) of the Act. 


Applicant submits that the requested exemption from the 
provisions of Sections 30(a), (b) and (d) of the Act and 
the rules and regualtions thereunder is appropriate in 

the public interest and consistent with the protection of 
investors and the purposes of the Act. 


Section 6(c) of the Act provides that the Commission 
may, by order upon application, conditionally or uncon- 
ditionally, exempt any person from any provisions of 
the Act or of any rules or regulations promulgated there- 
under if such exemption is necessary or appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the poli- 
cies and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than April 17, 1975, at 5:30 p.m. 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, and the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be noti- 
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fied if the Commission shall order a hearing thereon. 
Any such communication should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, 
D. C. 20549. A copy of such request shall be served per- 
sonally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon Applicant at the address stated above. Proof of 
such service (by affidavit, or in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date, unless the Commission thereafter 
orders a hearing upon request or upon the Commission's 
own motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8725/March 24, 1975 


See Securities Exchange Release 11312/March 24, 1975. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8726/March 25, 1975 


In the Matter of 


NEUWIRTH FUND, INC. 
NEUWIRTH CENTURY FUND, INC. 
20 Exchange Place 

New York, New York 10005 


(812-3722) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING A PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT 


Neuwirth Fund, Inc. (“Neuwirth”), an open-end diversi- 
fied management investment company registered under 
the Investment Company Act of 1940 (the ““Act”’), and 
Neuwirth Century Fund, Inc. (“Century”), an open-end 
non-diversified management investment company regis- 
tered under the Act, (collectively the ““Applicants”’), 

filed-an application on November 14, 1974 and an 
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amendment thereto on January 24, 1975, pursuant to 
Section 17(b) of the Act for an order of exemption from 
the provisions of Section 17(a) of the Act to permit the 
proposed merger of Century into Neuwirth. 


On February 21, 1975, a notice was issued (Investment 
Company Act Release No. 8685) of the filing of the 
application. The notice gave interested persons an oppor- 
tunity to request a hearing and stated that an order dis- 
posing of the application might be issued on the basis of 
the information stated in the application unless a hearing 
should be ordered. No request for a hearing has been 
filed and the Commission has not ordered a hearing. 


The matter has been considered and it has been found, on 
the basis of the information stated in the application, that 
the terms of the proposed transaction are reasonable and 
fair and do not involve overreaching on the part of any 
person concerned, and that the proposed transaction is 
consistent with the policies of Neuwirth and with the 
general purposes of the Act. 


IT IS ORDERED, effective forthwith, pursuant to Sec- 
tion 17(b) of the Act, that the proposed merger of Cen- 
tury and Neuwirth be, and hereby is, exempted from 
the provisions of Section 17(a) of the Act. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8727/March 26, 1975 


In the Matter of 


WESTERN/AMERICA FUND, INC. 
2403 Financial Center 
Seattle, Washington 98161 


(811-1856) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING COMPANY HAS CEASED TO BE AN IN- 
VESTMENT COMPANY 


On February 14, 1975, a notice was issued (Investment 
Company Act Release No. 8672) of an application filed 
on November 21, 1974, by Western/America Fund, Inc. 
(“Applicant”), an open-end, diversified management 
investment company under the Investment Company 
Act of 1940 (“‘Act”), for an order of the Commission 
pursuant to Section 8(f) of the Act declaring that Ap- 
plicant has ceased to be an investment company as de- 
fined in the Act. 
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The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been 
filed and the Commission has not ordered a hearing. 


The matter has been considered and it is found that Ap- 
plicant has ceased to be an investment company. Accord- 
ingly, 


IT iS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Western/American Fund, Inc. 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8728/March 26, 1975 


In the Matter of 


WASHINGTON INVESTMENT NETWORK, INC. 
2030 M Street, N. W. 

Suite 602 

Washington, D. C. 20036 


(811-1813) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING COMPANY HAS CEASED TO BE IN- 
VESTMENT COMPANY 


On February 14, 1975, a notice was issued (Investment 
Company Act Release No. 8671) of an application filed 
on November 29, 1974, by Washington Investment 
Network, Inc. (“Applicant’’), an open-end, non-diversi- 
fied management investment company under the Invest- 
ment Company Act of 1940 (“Act”), for an order of 
the Commission pursuant to Section 8(f) of the Act 


. declaring that Applicant has ceased to be an investment 


company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 





IT 1S ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Washington Investment Network, 
Inc., under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8729/March 26, 1975 


In the Matter of 


CHARTER INVESTMENT COMPANY 
INCORPORATED 

c/o Burton Spraker 

2000 First Maryland Building 

25 South Charles Street 

Baltimore, Maryland 21201 


(811-2431) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On February 14, 1975, a notice was issued (Investment 
Company Act Release No. 8673) of an application filed 
on October 25, 1974, by Charter Investment Company 
Incorporated (““Applicant’’), a closed-end, diversified 
management investment company under the Investment 
Company Act of 1940 (“‘Act’’), for an order of the Com- 
mission pursuant to Section 8(f) of the Act declaring that 
Applicant has ceased to be an investment company as de- 
fined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered and it is found that Appli- 
cant has ceased to be an investment company. Accord- 
ingly, 


IT iS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Charter Investment Com- 
pany Incorporated under the Act shall forthwith cease to 
be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8730/March 26, 1975 


In the Matter of 


CONTINENTAL ASSURANCE COMPANY 
SEPARATE ACCOUNT (B) 

CNA INCOME SHARES, INC. AND 
CONTINENTAL ASSURANCE COMPANY 
CNA Plaza 

Chicago, Illinois 60685 


(812-3738) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS FROM THE PROVISIONS 
OF SECTION 15(a), (b) AND (c) OF THE ACT 


On February 28, 1975, a notice was issued (Investment 
Company Act Release No. 8696) of an application filed 
by Continental Assurance Company Separate Account 
(B), CNA Income Shares, Inc. and Continental Assur- 
ance Cempany on December 13, 1974 and amended on 
February 10, 1975, pursuant to Section 6(c) of the In- 
vestment Company Act of 1940 ("Act") for an order 
of temporary exemption from the provisions of Section 
15(a), (b) and (c) of the Act. The notice gave interested 
persons an opportunity to request a hearing and stated 
that an order disposing of the application would be 
issued as of course unless a hearing should be ordered. 
No request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the application is appropriate in the public 

interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act 
that the application for temporary exemption from the 
provisions of Section 15(a), (b) and (c) of the Act be, 
and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8731/March 26, 1975 


In the Matters of 
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CNA MANAGEMENT CORPORATION, 
MANHATTAN FUND, INC., 
HEMISPHERE FUND, INC., 

LIBERTY FUND, INC., 

FUNDEX, INC., 


SCHUSTER FUND, INC. 
245 Park Avenue 
New York, New York 10017 



















































(812-3736) 


CNA-LARWIN ADVISORS, INC. 
16255 Ventura Boulevard 
Encino, California 91316 


CNA-LARWIN INVESTMENT COMPANY 
9100 Wilshire Boulevard 
Beverly Hills, California 90212 


(812-3746) 


PRO SERVICES, INC. 

PRO FUND, INC. 

PRO INCOME FUND, INC. 

Valley Forge Colony Office Building 
Valley Forge, Pennsylvania 


(812-3731) 


NATIONAL INDUSTRIES FUND, INC. 
NIF MANAGEMENT CO., INC. 


INVERNESS COUNSEL, INC. 
1800 Century Park East 
Los Angeles, California 90067 





(812-3734) 


CNA MANAGEMENT CORPORATION 
THE KNICKERBOCKER FUND 
KNICKERBOCKER GROWTH FUND 
245 Park Avenue 

New York, New York 10017 


(812-3726) 


CONSOLIDATED ORDER PURSUANT TO SECTION 
6(c) OF THE ACT EXEMPTING APPLICANTS FROM 
THE PROVISIONS OF SECTIONS 15(a) AND (c) OF 

THE ACT 


On February 28, 1975, a consolidated notice was issued 
(Investment Company Act Release No. 8695) of the 
following applications pursuant to Section 6(c) of the 
Investment Company Act of 1940 (“ Act’’) for tempor- 
ary exemption from the provisions of Section 15(a) and 
(c) of the Act: {1) by Manhattan Fund, Inc., Hemis- 
phere Fund, Inc., Liberty Fund, Inc., Fundex Inc., 
Schuster Fund, Inc. and CNA Management Corporation, iF 
filed on November 22, 1974 and amended on February 

3, 1975; (2) by The Knickerbocker Fund, Knickerbocker 
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Growth Fund, Inc. and CNA Management Corporation, 
filed on December 9, 1974 and amended on February 3, 
1975; (3) by Pro Fund, Inc., Pro Income Fund, Inc. 

and Pro Services Inc., filed on December 2, 1974; (4) by 
National Industries Fund, NIF Management and Inver- 
ness Counsel, Inc., filed on December 6, 1974; and (5) 
by CNA-Larwin Investment Company and CNA-Larwin 
Advisors, Inc., filed on January 6, 1975 and amended 
on February 14, 1975. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order Gisposing of the 
applications would be issued as of course unless a hear- 
ing should be ordered. No request for hearing has been 
filed and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the applications is appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act. Accordingly, 


IT iS ORDERED, pursuant to Section 6(c) of the Act, 
that the applications for temporary exemption from 
the provisions of Section 15(a) and (c) of the Act be, 
and hereby are, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


TAX-EXEMPT SECURITIES TRUST 
(SERIES 1 AND SUBSEQUENT 
NATIONAL AND STATE SERIES) 


c/o Harris, Upham & Co. Incorporated 
120 Broadway 
New York, New York 10005 


(812-3761) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) FOR ORDER OF EXEMPTION 
FROM THE PROVISIONS OF SECTION 14(a) OF 
THE ACT AND RULES 19b-1 AND 22c-1 UNDER 
THE ACT 


NOTICE IS HEREBY GIVEN that Tax-Exempt Securities 
Trust (Series 1 and Subsequent National and State Series) 
(“Applicant”), a unit investment trust registered under the 


Investment Company Act of 1940 (“Act’’), has filed an 
application pursuant to Section 6(c) of the Act for an 
order of exemption from the provisions of Section 14(a) 

of the Act and Rules 19b-1 and 22c-1 under the Act. All 
interested persons are referred to the application on file 
with the Commission for a statement of the representations 
therein, which are summarized below. 


Loeb, Rhoades & Co. and/or Harris, Upham & Co., Incor- 
porated will act as sponsors of the Applicant (“Sponsors”). 
The objective of each Series offered by the Applicant will 
be tax-exempt income for its unit holders through invest- 
ment in long-term municipal bonds. Each Series of Appli- 
cant will be governed by a trust agreement (‘“Agreement’’) 
under which the Sponsors (or any succeeding sponsor or 
sponsors) will act as such, United States Trust Company 
of New York will act as trustee (“Trustee”), and Standard 
& Poor’s Corporation will act as evaluator (“Evaluator”). 
Each Agreement will contain standard terms and condi- 
tions of trust common to all Series. Pursuant to each 
Agreement, the Sponsors will deposit with the Trustee 

in excess of $3,000,000 principal amount of tax-free 
municipal bonds, including contracts and cash for the 
purchase of certain of such bonds (“Bonds”), and sim- 
ultaneously the Trustee will deliver to the Sponsors re- 
gistered certificates representing in excess of 3,000 units, 
which will represent the entire ownership of each Series. 
The units will then be offered for sale to the public by 
the Sponsors. All of the Bonds deposited with the Trustee 
will be interest bearing obligations of states and territories 
of the United States and political sub-divisions and author- 
ities thereof the interest on which is exempt from Federal 
income taxation under existing law. The Applicant repre- 
sents that the Bonds will not be pledged or be in any 
other way subjected to any debt by the Applicant at any 
time after the Bonds are deposited with the Trustee. 


On February 6, 1975, a registration statement on Form 
S-6 under the Securities Act of 1933 (‘’Securities Act”’) 
was filed for 18,000 units of undivided interest in Series 
1 of Applicant. This registration statement has not yet 
become effective. On February 6, 1975, Applicant also 
filed a Notification of registration on Form N-8A for 
said Series and on the same date filed a registration state- 
ment on Form N-8B-2 under the Act for said Series. 


Each Series of Applicant (Series 1 and Subsequent Series) 
will consist of Bonds, such Bonds as may continue to be 
held from time-to-time in exchange or substitution for 
any of the Bonds upon certain refunds, and accrued and 
undistributed interest and undistributed cash. Certain of 
the Bonds may from time-to-time be sold under the spec- 
ial circumstances set forth in the Agreement, or may be 
redeemed or may mature in accordance with their terms. 
The proceeds from such dispositions will be distributed to 
unitholders and not reinvested. There is no provision for 
the sale and reinvestment of the Bonds. 


Each unit for a particular Series will represent a fractional 
undivided interest in that Series and will be redeemable. 
In the event that any unit shall be redeemed, the portion 
of the fractional undivided interest represented by each 
unit outstanding will be increased. Units will remain out- 
standing until redeemed or until the termination of the 
Agreement. The Agreement may be terminated by 100% 
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agreement of the unitholders or, in the event that the value 
of the Bonds shall fall below an amount specified for each 
Series, upon the direction of the Sponsors to the Trustee, 
or by the Trustee without such direction, respectively. 


Section 14(a) 


Section 14(a) of the Act, in substance, provides that no 
registered investment company and no principal underwriter 
for such a company shall make a public offering of securi- 
ties of which such company is the issuer unless (1) the com- 
pany has a net worth of at least $100,000; (2) at the time 
of a previous public offering it had a net worth of $100,- 
000; or (3) provision is made that a net worth of $100,000 
will be obtained from not more than twenty-five respon- 
sible persons within ninety days, or the entire proceeds 
received, including sales charge, will be refunded. 


Applicant seeks an exemption from the provisions of Sec- 
tion 14(a) in order that it may make a public offering of 
units of each series as described above. Applicant repre- 
sents that in connection with the requested exemption 
from Section 14(a), the Sponsors have agreed as follows: 
(A) to refund, on demand and without deduction, all sales 
charges paid by purchasers of units in the initial public 
offering of a series if, within 90 days from the time that 
the registration statement relating to such series becomes 
effective, either (i) the net worth of such series shall be 
reduced to less than $100,000, or (ii) such trust shall 
have been terminated; (B) to instruct the Trustee on the 
date of deposit of each Series that in the event that re- 
demption by the Sponsors of units constituting a part of 
the unsold units shall result in that series having a net 
worth of less than $2,000,000, the Trustee shall termin- 
ate the Series in the manner provided in the Agreement 
and distribute any municipal bonds or other assets de- 
posited with the Trustee pursuant to the Agreement 

as provided therein. 


Rule 19b-1 


Rule 19b-1(a) under the Act provides, in substance, that 
no registered investment company which is a “regulated 
investment company”, as defined in Section 851 of 

the Internal Revenue Code of 1954 (“Code”), shall make 
more than one distribution of capital gains in any one 
taxable year of such investment company. Paragraph (b) 
of the Rule contains a similar prohibition for a company 
not a “regulated investment company” but permits a 
unit investment trust to distribute capital gain distribu- 
tions received from a “regulated investment company” 
within a reasonable time after receipt. 


Applicant states that it proposes to make monthly dis- 
tributions of principal and interest to unitholders of a 
Series and that distributions of principal constituting 
capital gains to unitholders may arise in two instances: 
(1) if an issuing authority calls or redeems an issue held 
in the portfolio, the sums received by Applicant will be 
distributed to unitholders on the next distribution date; 
and (2) if Bonds are sold in order to provide funds neces- 
sary to meet redemptions each unitholder will receive his 
pro rata portion of the proceeds from zhe Bonds sold. In 
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such instances, a unitholder may receive in his distribu- 
tion funds which constitute capital gains since the value 
of the portfolio Bonds redeemed or sold may have in- 
creased since the date of initial deposit. 


As has been stated, Paragraph (b) of Rule 19b-1 provides 
that a unit investment trust may distribute capital gains 
received from a “regulated investment company” within 
a reasonable time after receipt. Applicant states that the 
purpose behind such provision is to avoid forcing unit 
investment trusts to accumulate capital gains distributions 
received throughout the year as the result of acts of their 
portfolio investment companies. Applicant states that it 
too should not have to hold until the end of its taxable 
year any involuntarily realized capital gains. Applicant 
contends that retention of such involuntarily realized 
capital gains by Applicant until the end of its taxable 
year would clearly be to the detriment of the unithold- 
ers. 


In support of the requested exemption, the Applicant 
states that the dangers against which Rule 19b-1 is in- 
tended to guard will not exist in connection with any 
Series of Applicant, since neither Applicant nor the Spon- 
sors have control over the events which could trigger capi- 
tal gains. Applicant seeks to make a combined distribution 
of principal (including capital gains) and interest each 
month, and states that any capital gains in such distribu- 
tion will be clearly indicated as such in accompanying 
reports to unitholders. In addition, Applicant alleges that 
the amounts involved in a normal distribution of principal 
will be relatively small in comparison to the normal inter- 
est distribution. 


Rule 22c-1 


Applicant states that the Sponsors, while not obligated to 
do so, intend to maintain a market for the units following 
the initial public offering period by continuously offering 
to purchase units at prices in excess of redemption prices. 
For purposes of the secondary market transactions, an 
evaluation will be made by the Evaluator once each week. 
Evaluation will be made at the expense of the Applicant. 
Applicant contends that additional evaluations would be 
so costly as to significantly impair the interests of unit- 
holders. 


Applicant also states that the Sponsors have undertaken 
to adopt a procedure whereby the Evaluator, without a 
formal evaluation, will provide the Sponsors with esti- 
mated evaluations on trading days. In the case of a repur- 
chase, if the Evaluator cannot state that the previous Fri- 
day’s price is at least equal to the current bid price, the 
Sponsors will order, and the Applicant will pay for, a full 
evaluation which shall determine the repurchase price. In 
case of resale by the Sponsors, if the Evaluator cannot 
state that the previous Friday's price is no more than one- 
half point ($5.00 per $1,000.00 principal amount of 
underlying bonds) greater than the current offering 
price, a full evaluation will be ordered. Thus, Applicant 
contends that a unitholder wishing to sell his unit will 
not receive less from the Sponsors than he might have 
received from the Applicant upon redemption, and a 
purchaser of such units from the Sponsors will not pay 








tha 





more for a unit than approximately the current net 
t value per unit. 





‘6... 22c-1 provides, in part, that redeemable securities 
of registered investment companies may not be sold, 
redeemed, or repurchased except at a price based on 
the current net asset value (computed on each day dur- 
ing which the New York Stock Exchange is open for 
trading not less frequently than once daily as of the 
time of the close of trading on such Exchange) which 
is next computed after receipt of a tender of such se- 
curity for redemption or of an order to purchase or 
sell such security. 


Applicant states that the Rule has two purposes: (1) 

| to eliminate or to reduce any dilution of the value of 
outstanding redeemable securities of registered invest- 
ment companies which might occur through the sale, 
redemption or repurchase of such securities at prices 
other than their current net asset values; and (2) to 
minimize speculative trading practices in the securities 
of registered investment companies. 


The secondary market activities of Sponsors, which 
may buy units, and the manner for the acquisition by 
investors of new units, may be deemed to violate 
Rule 22c-1 because of the absence of daily pricing. 
Applicant argues, however, that the purposes of Rule 
22c-1 will not be offended by the Sponsors’ secondary 
market activities. Applicant asserts that the pricing of 
units by the Sponsors in the secondary market will in 
no way dilute the assets of Applicant, and that unit- 
Iders will benefit from the Sponsors’ pricing pro- 
@::: in the secondary market, since they will nor- 
mally receive a higher repurchase price for their units 
than they could by redeeming their units at the current 
net asset value and that this will be accomplished without 
the cost burden to the Applicant of daily evaluations of 
the unit redemption value. 


Applicant also contends that speculation in units of 
any Series is unlikely because price changes are limited 
in respect to the kind of bonds which will be held by 
such Series. 


Applicant therefore requests an exemption from the 
provisions of Rule 22c-1 for Series 1 and for all subse- 
quently created Series of Applicant insofar as the Rule 
may apply after completion of the primary distribution 
of units of such Series. 


Section 6(c) of the Act provides that the Commission 
may, upon application, conditionally or unconditionally 
exempt any person, security, or transaction, or any class 
or classes of persons, securities, or transactions from any 
provisions of the Act or of any rule or regulation under 
the Act, if and to the extent such exemption is neces- 
sary Or appropriate in the public interest and consistent 
with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than April 22, 1975 at 5:30 p.m., 
bmit to the Commission in wirting a request for a 
baring on the matter accompanied by a statement as 






to the nature of his interest, the reason for such request, 
and the issues, if any, of fact or law proposed to be con- 
troverted, or he may request that he be notified if the 
Commission shall order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Securities 

and Exchange Commission, Washington, D. C. 20549. A 
copy of such request shall be served personally or by 

mail (air mail if the person being served is located more 
than 500 miles from the point of mailing), upon Appli- 
cant at the address stated above. Proof of such service 

(by affidavit, or in the case of an attorney-at-law, by cer- 
tificate) shall be filed contemporaneously with the request. 
As provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following said date, 
unless the Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Persons who 
request a hearing or advice as to whether a hearing is order- 
ed, will receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 447/March 24, 1975 


See Securities Exchange Release 11312/March 24, 
1975. 
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Litigation Release No. 6796/March 21, 1975 


SEC v. BEVERLY HILLS BANCORP, et al. 
(C.D. CA 74-2348-ALS) 
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Gerald E. Boltz, Administrator of the Los Angeles Regional 
Office and the Division of Enforcement of the Securities 
and Exchange Commission of Washington, D. C. announ- 
ced today that on March 17, 1975, the Honorable Al- 
bert Lee Stephens, Jr., Chief Judge of the Central Dis- 
trict of California, entered a decree of permanent injunc- 
tion against Western Diversified Equities (WDE) of Los 
Angeles, California. The latter consented to the entry 

of the injunction without admitting or denying the 
allegations of the Commission’s complaint charging 

that WDE, together with other named defendants, vio- 
lated the federal securities laws. WDE is a wholly-owned 
subsidiary of Beverly Hills Bancorp, another defendant 
named in the Commission’s complaint. Beverly Hills 
Bancorp currently is in Chapter | proceedings under the 
Federal Bankruptcy Act. 


The Commission’s complaint charged that WDE, togeth- 
er with other defendants, employed various devices 

and schemes to defraud, made untrue statements of 
material facts, and engaged in other practices consti- 
tuting a fraud upon purchasers of securities. The charges 
were an outgrowth of a variety of transactions involving 
the sale to public investors of so-called “tax shelter” in- 
vestments involving real estate projects scheduled for 
future completion. The Commission charged that the 
defendants, among other things, devised a scheme to 
conceal certain cost overruns and made false and mis- 
leading filings with the Commission relating to the fi- 
nancial condition of WDE and Bancorp. It was further 
charged that WDE, together with certain other defend- 
ants, sold limited partnership interests in real estate 
ventures to the public through fraudulent means. 


Under the terms of the injunction, WDE is enjoined 
from violating the anti-fraud provisions of the Secur- 
ities Act of 1933 and the Securities Exchange Act of 
1934. 


For further information, see Litigation Release No. 6980, 
dated August 19, 1974. 





Litigation Release No. 6797/March 24, 1975 


SEC v. AVIS, INC., et al. 
(S.D.N.Y.) 


The Securities and Exchange Commission today an- 
nounced that in its lawsuit against Avis, Inc. and 
others, Judge Inzer B. Wyatt of the United States 
District Court for the Southern District of New York 
has, pursuant to an Undertaking and Stipulation, issued 
an Order under which Avis has agreed to certain under- 
takings. Avis, with its principal office located in Gar- 
den City, New York, is in the business of renting and 
leasing vehicles. 






534/SEC DOCKET 








The Commission in its complaint had charged Avis 
with violations of Rule 10b-5 under the Securities Ex- 
change Act of 1934 based upon the disclosure on May 
16, 1973 at a meeting with a group of securities analy- 
sts, of non-public information concerning gains from 
the sale of vehicles and the resultant material impact 
that such gains had upon Avis’ earnings for the first 





quarter ended March 31, 1973. The complaint also | in 
charged that Avis failed to disclose the car sale gains | 
in its quarterly report to shareholders and in its Form A 
10-Q filed with the Commission. w 
sit 
The Order provides that Avis, without admitting or er 
denying the allegations of the Complaint, has agreed 1 
to the following: N 


(1) not making available material non-public in- 
formation for other than a bona fide business 
purpose, and without appropriate safeguards 
against its use in connection with the purchase 
or sale of securities of Avis, Inc. or in connection 
with the giving of advice with respect thereto; 


Li 
(2) to fully and fairly disclose in Forms 10-0 
and 10-K and in reports to shareholders of an- 
nual and interim results, adjustments to depre- SI 
ciation resulting from gains or losses on the C 
sale of vehicles. In addition, with respect to 
such gain or loss figures, Avis, Inc. will disclose (N 


in public releases concerning earnings any ma- 
terial change as compared with relevant prior per- 
iods and any material impact such figures may have 
upon earnings; 





(3) to adopt and effectively implement procedures 
reasonably calculated to prevent the disclosure of 
material non-public information in violation 

of the Federal securities laws; 


(4) to adopt and effectively implement procedures 
to prevent the issuance of false or misleading 
statements concerning the financial condition or 
results of operations of Avis; and 


(5) a review of the above procedures to be con- 
ducted at least annually by Avis’ legal counsel. 


Upon the entry of the aforementioned Order the pro- 
ceedings against Avis were terminated. The Court, 
however, retained jurisdiction over Avis for purposes 
of enforcing the above provisions of the Order. 








Litigation Release No. 6798/March 24, 1975 


SEC v. SOUTHWESTERN RESEARCH CORP. 


(U.S.D.C. for the District of Columbia, Civil Action 
No. ) 





The Securities and Exchange Commission announced 
, 9: filing of a complaint in the United States District 


‘ 





rt for the District of Columbia on March 21, 1975, 

i" seeking a court order directing Southwestern Research 
Corp. (“Southwestern”), Carefree, Arizona, to comply 
with the reporting provisions of the Securities Exchange 
Act of 1934 (“Exchange Act”) and seeking a permanent 

| injunction against further such violations. 


According to the Commission’s complaint against South- 
western, the company failed to file with the Commis- 
sion its annual report on Form 10-K for its fiscal year 
ended May 31, 1974, and its quarterly reports on Form 
10-0 for the quarters ended August 31, 1974 and 
November 30, 1974. 





Litigation Release No. 6799/March 24, 1975 


SEC v. NORTH AMERICAN ACCEPTANCE 
CORPORATION, et al. 


(N.D. Ga. Civil Action No. C75-230A) 





Jule B. Greene, Administrator of the Atlanta Regional 
, Office of the Securities and Exchange Commission, 
| nnounced that on March 17, 1975, Honorable Charles 
/ "A. Moye, Jr., United States District Judge for the 
Northern District of Georgia, at Atlanta, entered a 
consent order permanently enjoining GCI Interna- 
| tional, Inc., of Marina del Rey, California, Patrick 
N. DiCarlo of Downey, California and Stephen L. 
Newman of Marina del Rey, California, from violations 
of the registration and anti-fraud provisions of the Se- 
curities Act of 1933 and antifraud provisions of the 
Securities Exchange Act of 1934 in the offer and sale 
of promissory notes of North American Acceptance 
Corporation or any other security. The defendants 
consented to the entry of the injunction without ad- 
mitting or denying the allegations in the Commission’s 
| complaint. 


For further information see Litigation Release No. 
6723.) 








Litigation Release No. 6800/March 25, 1975 


Jonathan L. Goldstein, United States Attorney for the 
District of New Jersey, and William D. Moran, Admin- 

istrator of the New York Regional Office of the Secur- 
| ies and Exchange Commission, announced that on 









March 5, 1975 a federal grand jury for the District of 
New Jersey in Newark, New Jersey, returned a 125-count 
indictment charging Christos L. Netelkos (““Netelkos’’) of 
Clifton, New Jersey, Joseph J. Rega, Jr. (“Rega”) of Fair- 
field, New Jersey and Charles H. Gamarekian (‘“Gamare- 
kian’’) of Clifton, New Jersey among other defendants, 
with conspiracy to violate and violations of various provi- 
sions under the federal securities acts in connection with 
the business and operations of Christian-Paine & Co., 

Inc. (“Christian-Paine’”’), a broker-dealer located in 
Hasbrouck Height, New Jersey. 


The indictment alleged that Netelkos and Gamarekian, 
along with Rega, president of Christian-Paine, had com- 
mitted violations of the federal securities acts which re- 
sulted in substantial losses to customers of Christian- 
Paine during the period from at least January 1, 1972, 
through April of 1974, when Christian-Paine, then one 
of the largest over-the-counter securities firms on the 
East Coast, with approximately 25,000 customer ac- 
counts, and Rega were enjoined by the federai court for 
New Jersey from further violations of the federal secur- 
ities acts and a Securities Investor Protection Corpora- 
tion (“SIPC”) Trustee was appointed to liquidate the 
firm. 


Other persons charged in the indictment with conspir- 
acy and violations of the anti-fraud and other securi- 
ties acts provisions include George Santoriello of Hill- 
side, New Jersey, a cashier for Christian-Paine, Geor- 
gette Ysrael of Hasbrouck Heights, New Jersey, a 
bookkeeper for Christian-Paine, Lucille Ditta of 
Maplewood, New Jersey, a trader for Christian-Paine, 
and Ross W. Pascall of Union City, New Jersey, an as- 
sistant to the president of Christian-Paine. 


In addition to violations of the anti-fraud provisions 
the indictment charged the seven defendants with vio- 
lations concerning the illegal hypothecation of Chris- 
tian-Paine customers’ securities in that the defendants 
conspired to pledge such securities for loans and there- 
after sell and cause the sale of customers’ securities 
without their consent which resulted in proceeds from 
these sales to be converted to Christian-Paine’s bene- 
fit. 


In addition, the indictment charged that in order to 
conceal the true financial condition of Christian-Paine 
from the Securities and Exchange Commission, other 
regulatory bodies and the general public the defendants 
conspired and caused Christian-Paine and Carlton- 
Cambridge & Co., Inc., a predecessor firm of Chris- 
tian-Paine, to maintain false books and records. The 
indictment also charged that during the period from 
January 1, 1972, to April 1, 1974, Christian-Paine 
consistently reflected on its books and records loans 
obtained by it in amounts substantially less than in 
fact existed and that moneys held for the accounts 

of numerous customers of Christian-Paine were not 
reported in certain of the books and records made 
and maintained by the firm. It was further alleged 
that these various false records and entries resulted 

in the appearance of Christian-Paine and Cariton- 
Cambridge to be in compliance with the Commis- 
sion’s net capital rule and to appear financially able 
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to meet its obligations when, in fact, the firm was not 
in compliance with the net capital requirements and 
also unable to fully meet its obligations to customers. 
The indictment also charged that the defendants caused 
Christian-Paine to make and maintain false documents 
including false bank statements which were submitted 
to the Commission and other inspecting authorities in 
order to mislead and deceive them as to the actual fi- 
nancial condition of the firm. Moreover, the indictment 
charged that the defendants caused Christian-Paine to 
file a financial report of its condition as of April 30, 
1973, which contained significant false entries and 
statements resulting in Christian-Paine understating 

its liabilities by at least $458,000. 


Specifically, Netelkos, Rega and Gamarekian each were 
charged with one count of conspiracy, five counts of 
creating false writings and documents, 65 counts of 
violations concerning illegal hypothecation of custom- 
ers’ securities, 30 counts in connection with violations 
of anti-fraud provisions in the purchase and sale of se- 
curities, 22 counts involving the making of false books 
and records and one count involving the filing of a false 
report with the Commission. 


Santoriello was charged with one count of conspiracy 
and 65 counts in connection with violations of the 
hypothecation provisions; Ysrael was charged with one 
count of conspiracy and 22 counts involving the falsi- 
fication of books and records; Ditta was charged with 
one count of conspiracy and 30 counts involving vio- 
lations of the anti-fraud provisions in the purchase and 
sale of securities; and Pascall was charged with one 
count of conspiracy and one count of fraud in the 

sale of securities. 


In connection with the Commission's investigation in 

this matter, Mr. Moran indicated that on April 10, 

1974, the Commission instituted injunctive action 
against Christian-Paine and Rega which resulted in 

the issuance of permanent injunctions on April 17, 

1974 enjoining them from further violations of the 

net capital, books and records and other provisions 
under the federal securities acts. Moreover, on Janu- 

ary 15, 1975 the Commission revoked the broker- 

dealer registration of Christian-Paine and barred Rega 
from association with any broker-dealer, investment 
company or investment adviser. For further information 
see Litigation Release Nos. 5137, 5206, 5356, 5602, 5641, 
5672, 5724, 5787, 5913, 5979, 6320, 6342, 6610, 6623, 
6715 and 6735. 


Members of the staff of the New York Regional Office 
assisted Mr. Goldstein’s office in the investigation 
which resulted in the return of the indictment. 





Litigation Release No. 6801/March 26, 1975 


SEC v. LIFE SCIENCES, INC. 
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(U.S.D.C. for the District of Columbia, Civil Action 
No. ) 


The Securities and Exchange Commission announced 
the filing of a complaint in the United States District 
Court for the District of Columbia on March 25, 1975, 
seeking a court order directing Life Sciences, Inc. 
(“Life Sciences”), New York, New York, to comply 
with the reporting provisions of the Securities Exchange 
Act of 1934 (“Exchange Act”! and seeking a perma- 
nent injunction against further such violations. 


According to the Commission’s complaint against Life 
Sciences, the company failed to file with the Commission 
in proper form its annual report on Form 10-K for its fis- 
cal year ended May 31, 1974, and its quarterly reports on 
Form 10-O for the quarters ended February 28, 1974, 
August 31, 1974 and November 30, 1974. 





Litigation Release No. 6802/March 27, 1975 


The Securities and Exchange Commission today announ- 
ced the filing of an injunctive action in the United States 
District Court for the Northern District of California 
against Howard R. Hughes, Summa Corporation, Hughes 
Air Corp. d/b/a Hughes Air West, David B. Charnay, 
George Crockett, Chester C. Davis Herman Greenspun, 
Patrick J. Hillings, Robert A. Maheu and James Snyder 
based upon alleged violations of the anti-fraud, anti- 
manipulative and proxy solicitation provisions of the 
Federal securities laws. 


The complaint alleges that in August of 1968 Hughes 
and Summa offered to purchase the assets and business 
of Air West in a transaction in which the shareholders 
of Air West were to receive cash in return for their 
shares of Air West stock. The complaint further alleges 
Hughes, Davis, Maheu, Summa (these four defendants 
are hereafter referred to as the Hughes Defendants) and 
Snyder undertook an iilicit publicity effort to influence 
the directors and shareholders to vote in favor of the 
Hughes offer. As a part of the publicity effort these 
defendants, according to the complaint, disseminated 
through the press certain news stories which, among 
other things, described in highly favorable terms the 
benefits that would flow from the Hughes offer and 
which indicated that failure to accept the Hughes offer 
would result in adverse financial and other consequences 
to Air West and its shareholders. The publicity material 
disseminated was false and misleading in that it repre- 
sented that Air West shareholders would receive $22 
per share as a result of the Hughes offer without dis- 
closing that, because of Air West's inability to comply 
with a net worth condition of the offer, Air West share- 
holders would receive, if anything, far less than $22 per 
share. As a part of the publicity effort, according to the 
complaint, the Hughes Defendants and Snyder caused 
certain well known and influential persons, including 
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prominent political figures, to issue public statements 
sritical of Air West management operations and taking 
position in favor of the acquisition by Defendants 
Hughes and Summa. There was no disclosure of the 
Hughes Defendants and Snyder’s role in issuing such 
statements. Nor was it disclosed, according to the com- 
plaint, that certain of the political figures who made 
such statements had received contributions from De- 
fendant Hughes. None of the above-described materials 
were ever filed with the Commission. The complaint 
further alleges that in October of 1968 Defendant 

Davis on behalf of Hughes and Summa falsely repre- 
sented to Air West that it need not concern itself with 
the net worth condition inasmuch as Hughes and Sum- 
ma would be pliable with regard to the net worth condi- 
tion and that Air West directors relief on these represen- 
tatives in their subsequent actions regarding Air West. 


Subsequently, in December 1968, according to the 
complaint, the Hughes Defendants and Snyder partici- 
pated in the preparation of a proxy statement and 

proxy soliciting materials which were distributed to the 
shareholders. The proxy statements and proxy soliciting 
materials were false and misleading, according to the 
complaint, in that, among other things, they represented 
that Hughes’ offer was designed to give Air West share- 
holders $22 per share when, as indicated above, because 
of Air West's inability to comply with the net worth con- 
dition the Air West shareholders would receive, if any- 
thing, far less than $22 a share. 


On December 28, 1968 the shareholders of Air West 


er: the Hughes offer by a margin of just 2% more 


otes than the minimum required. However, the Board 
Directors of Air West refused to authorize the execu- 
tion of the purchase contract in order to give Air West 
time to consider another proposal for the acquisition 
of Air West. 


Thereafter the complaint also alleges that the Hughes 
Defendants effected activities calculated to pressure 
and influence certain directors of Air West to change 
their votes and approve Hughes’ proposa! to acquire 
Air West's assets prior to December 31, 1968, which 
was the expiration date of the Hughes offer. A part of 
such alleged activities was the filing of lawsuits supposedly 
by Air West independent shareholders and the issuance 
of attendant publicity calculated to sway the vote of 
non-approving Air West directors. The complaint 
charged that a further part of such activities included 

a market manipulation of Air West stock on the Amer- 
ican Stock Exchange with the assistance of Defendants 
Greenspun, Crockett and Charnay. Together Defend- 
ants Greenspun, Crockett and Charnay sold approxi- 
mately 47,000 shares of Air West stock on December 
31, 1968 at the behest of the Hughes Defendants, 
thereby causing a drop in the price of Air West stock 
from 18-3/4 to 15-3/4. The complaint further alleges 
that thereafter in the afternoon of December 31, cer- 
tain of the Air West directors changed their votes and 
approved the acceptance of the Hughes offer. 


The complaint also alleges that Defendant Hughes, 
umma, Davis and Hughes Air Corp. d/b/a Hughes 
Air West caused the issuance of false and misleading 






statements in proxy material sent to Air West shareholaers 
in 1970 in connection with the Hughes acquisition of Air 
West's assets. The proxy material misrepresented, among 
other things, that the acquisition was being consummated 
pursuant to the terms of the purchase contract when, at 
the insistence of Defendants Hughes, Summa, Davis and 
Hughes Air West the acquisition was not consummated in 
accordance with the purchase contract and Air West share- 
holders as a result received $15 million less than they 
would have received if the acquisition had been consum- 
mated in accordance with the purchase contract. 


The complaint further alleges that Defendant Hillings, a 
former director of Air West, was employed by and re- 
ceived payments in excess of $50,000 by Summa Corpor- 
ation and Hughes during 1970 while still an Air West 
director and failed to disclose the fact of that employ- 
ment or fees received to the shareholders of Air West 

in the 1970 proxy soliciting material. 


The complaint further alleges that during the period 

from July 1968 to the present, Defendants Hughes, Davis, 
Maheu, Summa, Hughes Air Corp., Snyder, Crockett, 
Greenspun and Charnay have concealed their illicit ac- 
tivities in connection with the acquisition of Air West, 
Inc. from the directors and shareholders of Air West. 


The complaint aileges that one of the results of the 
aforesaid violations of the Federal securities laws was 
the receipt dy Air-West shareholders of only $8.75 per 
share rather than the $22 per share that the sharehold- 
ers had been led to believe they would receive. 


In addition to seeking a permanent injunction, the 
Commission in its complaint also seeks the disgorge- 
ments of all monetary benefits derived by Defendants 
Hughes, Summa, Hughes Air Corp., Crockett and Char- 
nay as a result of their alleged violations of the Federal 
securities laws. 
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